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FARM CREDIT ACT OF 1953 


MONDAY, MAY 11, 1953 


Untrep States SENATE, 
CoMMITIEE ON AGRICULTURE AND ForREsTRY, 
Washington, B-@ 

The committee met, pursuant to call, at 10:20 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken, 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Young, Thye, Mundt, Wil- 
liams, Hoey, and Anderson. 

The Cuatrman. The committee will come to order. The hearing 
this morning is on a piece of potentially important legislation which 
relates to the reorganization of the Farm Credit Administration. 
When the various farm credit agencies were established, it was con- 
templated that the time would come when they would be taken over, 
operated, and run by the farmers themselves. 

So far as the Federal land bank is concerned, that has been in a 
position to do this for some time, hay Ing repaid all the Government 
capital which had been origit ally invested. 

The production credit associations have largely repaid the Govern- 
ment capital with which they got their start. Other farm agencies 
have paid back greater or less amounts of Government money, which 
has been put into them to get them underw ay, and S. 1505 is suceess- 
sor to a bill which was introduced last year to provide for taking 
farm credit ace ncies out of the Government except for purposes ot 
examination. ‘This year the bill as revised has been reintroduced. It 
is not to be expected that this isa perfect bill. In fact, there are those 
who are quite sure it is not the perfect bill and will have to be modi- 
fied and improved upon before it will suitably accomplish the pur- 
pose for which it is intended. 

(The above-mentioned bill is as follows:) 


[S. 1505, 83d Cong., 1st 


A BILL To increase farmer participation in owners] 
Credit System; to make the Farm Credit Adminis nan independent establishment 
of the Federal Government: to create a Federal Fa Credit Board: to abolish certain 
offices ; to impose a franchise tax upon certain farn edit institutions; and for other 


1ip and control of the Federal Farm 








I} 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


TITLE 
SEcTION 1. This Act may be cited as the “Farm Credit Act of 1953”, 
DECLARATION OF POLICY 
Sec. 2. It is declared to be the policy of the Congress to encourage and facili- 
tate increased borrower participation in the management, control, and ultimate 


ownership of the permanent system of agricultural credit made available through 
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institutions operating under the supervision of the Farm Credit Administration, 
and the provisions of this Act shall be construed in keeping with this policy. 
The Federal Farm Credit Board hereinafter provided for shall within one year 
after appointment make recommendations to the Congress of means, supple- 
mental to those provided by this Act, of carrying into effect such declared policy 


FARM CREDIT ADMINISTRATION 


Sec. 3. The Farm Credit Administration shall be in the Department of Agri 
culture. The Secretary of Agriculture shall report to the President with respect 
to the operations and functions of the Farm Credit Administration. The Fed 
eral Farm Credit Board, hereinafter provided for, shall have direction, super 
vision, and control of the Farm Credit Administration and of its operations and 
functions, as in this Act provided, 


FEDERAL FARM CREDIT BOARD 


Sec. 4. (a) There shall be established in the Farm Credit Administration, a 
Federal Farm Credit Board (hereinafter referred to as the “Board’’). Said 
Board shall consist of thirteen members. ‘Twelve of the members, one from 
each of the farm credit districts of the United States, shall be known as appointed 
members and shall be appointed by the President with the advice and. consent 
of the Senate, upon nominations made as follows: The national farm loan asso 
ciations in the district shall designate one nominee, the production credit asso 
ciations in the district shall designate one nominee, and the cooperatives which 
are stockholders or subscribers to the guaranty fund of the bank for coopera 
tives of the district shall designate one nominee, in accordance with the procedure 
prescribed in sections 5 (e) and 5 (f) of the Farm Credit Act of 1937 for the 
nomination and election of members of a district farm credit board, except that 
only the two persons receiving the highest number of votes shall be included in 
the list of nominees prepared as a result of the voting under the procedure pre 
scribed in said section 5 (e) provided that the names of all those who are tied for 
second place as a result of said voting shall be included in the list; and in case of 
a tie in the voting under the procedure prescribed in said section 5 (f) the 
procedure prescribed therein shall be followed again until the tie is broken; and 
provided that if the same person would otherwise be on the list of nominees of 
more than one of said groups as a result of the voting under said section 5 (e) 
he may choose the one list on which his name shall appear, and otherwise his 
name shall appear only on the list of the two highest nominees of the group 
which gave him the highest percentage of its votes. Subsequent appointments 
shall be made upon like nominations and in like manner. 

(b) Each appointed member of said Board shall be a citizen of the United 
States and shall have been a resident of the farm credit district from which 
appointed for not less than ten years next preceding his appointment, and the 
removal of residence from the district during his tenure shall operate as a 
termination of his membership on said Board, No appointed member of said 
Board shall be eligible to serve for more than one full term of six years, and, 
in addition, a term of less than six years if he is one of the first members to be 
appointed for the unexpired portion of one term expiring before his appointment 
to a full term. No person shall be eligible for nomination or appointment to 
membership as an appointed member on said Board if such person has within 
one year next preceding the commencement of the term been a salaried officer 
or employee of the Farm Credit Administration, or a salaried officer or em 
ployee of any corporation operating under the supervision of the Farm Credit 
Administration. Any person who is a member of the district farm credit board 
when appointed as a member of the Federal Farm Credit Board shall resign as a 
member of the district board before assuming his duties as a member of the 
Federal Farm Credit Board. No person who becomes an appointed member of 
said Board shall be eligible to continue to serve as a member thereof if such 
person becomes a member of any district farm credit board, or an officer or em 
ployee of the Farm Credit Administration, or an officer or employee of any 
corporation operating under the supervision of the Farm Credit Administration, 

(c) The term of office of the appointed members of said Board shall be six 
years, beginning with the first day of the calendar month in which this Act 
takes effect, and such members shall serve until their successors are duly 
appointed and qualified ; however, of the first appointed members appointed here- 
under, two shall be appointed for a term of one year from said date, two for a 
term of two years, two for a term of three years, two for a term of four years, 
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two for a term of five years, and two for a term of six years. All vacancies il 
the offices of appointed members on suid Board shall be filled for the une pired 
portion of the term upon like nominations and by like appointments as herein 
provided for the appointment of the first such members of said Board 

(d) The thirteenth member of the Board shall be designated by the Secretary 




















of Agriculture, shall serve at the pleasure of the Secretary, and sh he know 
at the Secretary's Representative on said Board He sl be a citizen of the 
United States and shall have been a resident of the United States for not less than 
ten years next preceding his designation to membership on said Board Ni 
person shall be eligible to be designated by the Secretary or to serve as the Seere 
tary’s Representative on said Board, if such pe nis a m er of a dist 
farm credit board, an officer or employee of any Corporation oper: g under the 
supervision of the Farm Credit Administration The Secretary’s Represen 
shall not be « lig ble to serve as Chairman, Vice Chai il or sé t Vv ¢ Liie 
Board, but shall otherwise possess all rig) l privileges of 1 bership 
said Board 

(e) AS soon as practie ible fter the me Le ( : tb rd have een 
filled as in this Act provided, the members oi d Board sha eet he the 
oath of office, and organize by electing fror he oint f 
and a Vice Chairman; and said Boat hall appo i Seere f ithin or 
Without its membership as it may see Che be d shail ele« nu v i 
term of one year the Chairman, Vice ¢ ir) 1a Sen iry, who sh erve 
until their successors are elected and take o é he Cha i sil re 
all meetings and the Vice Chairman shall preside in tl ibsence ty of 
the Chairman. The Board may, in the ‘ » of both the ¢ I Vie 
Chairman, e’ect any appointed member to act as Chairman pro tempore. Seven 
members sl constitute a quorum of eb dt h nsa ( f siness 
Che Board may function notwithstanding v: cies provided a q s herein 
established shall be present The Board sl it f d es 

s it may fix and determine, but shal! hold at least f reg ! e+ 
ngs a year; and special meetings may be heid on call « e Cl I or any 
three members of the Board 

(f) Each member of the Board sha eceive the su f ( ‘ day o1 
part thereof spent in the perfor ce of his o duties, wl ( al n 
however, shall not be paid for more than seventy ve days rT aay in 
any calendar year nal shall me e paid t Secretary's Represe e if he is 
2 full-time officer or employee of the United St s, or such payme ther 
wise prohibited by law ind it ddition l be reimbursed for ecess 
travel, subsistence, and other expenses irred in the discharge ¢ s officia 
duties, without regard to othe ws W h respect ‘ wi es W ( I v be 
made on account of travel and subs ence expenst ‘ officers al em] e 
personnel of the United States 

(a2) The Board shall dopt suc ruies as 1t may s t or the tra on ot 
its business, and shall kee p permanent na pete re ds a ! tes of 
its acts and proceedings 

GOVERNOR OF FARM ¢ I ADM s ) 

Sec. 5 1) The Board shall appoint a Gove r he Farm Credit Adminis 
tration (hereinafter referred to as the Grove ‘ wh f 
pleasure of the Board, and who sha subjes to the general supervision a 
direction of the Board as to matters fab a nd gerne SLLpe \ visory 
or policy nature, and except as otherwise berein specifically pre ed, be respo 
sible for the execution of this Act, all Acts amendatory t eof and supplemental 
thereto, and all Acts creating the powers, functions, and duties of the rm 
Credit Administration 

(b) The Board shall fix the compensation of t Governo Provided, That the 
alary of the Governot shall not exceed S20 000 vear, together v ' essary 
traveling and subsistence expenses, or per diem lowance in lieu thereof withi 
the limitations prescribed by law, while away m his official station upon 
official business 

(c) It shall be the duty of the Governor to comply with all orders and dire 
tions which he receives from the Board: as to all third pers ill acts of the 


Governor shall be conclusively presumed to be in compliance with the orders and 
directions of the Board 
(d) The Governor shall appoint such 


to carry out the functions, powers, and duties vested in the Farm Credit Admin 


her personnel as may be necessary 
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istration. The Farm Credit Administration shall consist of the Board, the 
Governor, and such other personnel as are employed in carrying out the functions, 
powers, and duties vested in the Farm Credit Administration. All functions, 
powers, and duties of the Farm Credit Administration, except those herein 
conferred upon the Board, shall be exercised and performed by the Governor 
and may be exercised and performed by him through such officers and employees 
of the Farm Credit Administration as he shall designate. 

(e) The term of office of the incumbent of the office of Governor of the Farm 
Credit Administration appointed before the effective date of this Act and 
holding office on that date shall terminate on that date and said office shall 
thereby become vacant: Provided, That if as of that date the Board for any 
reason has not entered upon the discharge of its duties the Secretary of Agri- 
culture shall designate an assistant to the Secretary to serve as Acting Governor 
of the Farm Credit Administration and such Acting Governor shall exercise 
and perform all functions, powers, and duties vested by this Act in the Farm 
Credit Administration until his services are terminated by the Board. 


RESPONSIBILITIES OF THE BOARD 


Sec. 6. It shall be the function and duty of the Board (1) to see that the pol- 
icies fixed by the Board hereunder are carried out; (2) to exercise adequate 
budgetary control over the Farm Credit Administration; (3) to require such 
reports as it deems necessary from the Governor and from any of the officials 
or corporations under the control or supervision of the Farm Credit Administra 
tion: (4) to make an annual report to Congress, including therein any recom- 
mendations of amendments to the laws relative to Federal agricultural credit; 
and (5) to exercise general direction and supervision over the performance of 
all functions, powers, and duties vested in the Governor when relating in the 
judgment of the Board to matters of a broad and general supervisory, advisory, 
or policy nature. It shall function as a unit without delegating authority to in- 
dividual members and shall not operate in an administrative capacity; and all 
administrative powers, functions, and duties of the Farm Credit Administra 
tion shall be exercised and performed by the Governor. 


OFFICES ABOLISHED AND FUNDS TRANSFERRED 


Sec. 7. (a) The offices of the Land Bank Commissioner, Production Credit 
Commissioner, Cooperative Bank Commissioner, and Intermediate Credit Com 
missioner are hereby abolished. The Governor shall designate an officer or 
employee of the Farm Credit Administration to serve at the pleasure of the 
Governor as a member of the board of directors of the Central Bank for Coop 
eratives, as chairman of said board of directors, and as executive officer of 
said bank, in lieu of the Cooperative Bank Commissioner. The Governor shall 
designate an officer or employee of the Farm Credit Administration to serve at 
the pleasure of the Governor as a member of the board of directors of the Federal 
Farm Mortgage Corporation, in lieu of the Land Bank Commissioner. The Fed 
eral Farm Mortgage Corporation and its functions and activities are hereby 
transferred to the Farm Credit Administration and shall be administered therein 
under the general direction and supervision thereof. 

(b) Employees in the Department of Agriculture, who are being utilized on 
the effective date of this Act primarily for the performance of functions, powers, 
and duties heretofore or by this Act vested in the Farm Credit Administration, 
shall be transferred to the jurisdiction and control of the Farm Credit Adminis 
tration in those instances in which the Governor determines that they are quali 
fied and necessary to carry out the functions, powers, and duties of the Farm 
Credit Administration. 

(c) Al! assest, funds, contracts, property, and records used and employed in 
the execution of the functions, powers, and duties heretofore or by this Act vested 
in the Farm Credit Administration are hereby transferred to the jurisdiction 
and control of the Farm Credit Administration. 

(d) So much of the unexpended balances of appropriations, allocations, and 
other funds available or to be made available for salaries, expenses, and all other 
administrative expenditures as the Director of the Bureau of the Budget shall 
determine for use in the execution of the functions heretofore or by this Act 
vested in the Farm Credit Administration, shall be transferred to and vested 
in the Farm Credit Administration. 

(e) All unexpended balances of appropriations, allocations, or other funds. 
other than those mentioned in subsection (d) of this section, available (including 
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those available for the fiscal year ending June 30, 1953) for the Farm Credit 
Administration and/or for the Secretary of Agriculture on account of the func- 
tions and activities of Farm Credit Administration, shall be transferred to the 
Farm Credit Administration and shall remain available for the exercise of the 
functions and activities of the Farm Credit Administration. 


DELEGATIONS TO DISTRICT INSTITUTIONS 


Sec. 8. The Farm Credit Administration is authorized and directed by order 
or rules and regulations, to delegate to Federal land bank such of the duties, 
powers, and authority of the Farm Credit Adm 
over National Farm Loan Associations, their officers and employees, in the farm 
credit district wherein such Federal land bank is located, as may be determined 
te be in the interest of effective administration; and, in like manner, to delegate 
to a production credit corporation such of the duties, powers, and authority 





nistration with respect to and 


of the Farm Credit Admunistrat.on with respe and over production credit 
associations, their officers and employees, in the farm credit district wherein 
such production credit corporation is locates is may be determined to be in the 


nterest of effective administration; and, in either case the duties, powers, and 





authority so delegated shall be perfor d exercised under such conditions 
and requirements and upon such terms : he Farm Credit Administration may 
pecify. Any Federal land bank or production credit corporation to which any 
such duties, powers, or authority may be delegated is hereby authorized and 
empowered to accept, perform, and exercise such duties, powers, and authority 
ais may be so delegated to it 

Di IN KF ¢ I ATIVI | ANSFI 1) 

Sec. 9. There is hereby transferred from the (‘redit Ad nistration to 
the Agricultural Research Administrat ! e Department of Agriculture, as 
a bureau of such agency, the Divisior Cooperative Marketing (by whatever 
neme now called), anthorized and created under and by virtue of an Act of 


1 


Congress of July 2, 1926 (Public 450, Sixty-ninth Congress), entitled “An Act to 
create a Division of Cooperative Marketing in the Department of Agriculture; 





to provide for the acquisition and dissemination of information pertaining to 











cooperation; to promote the knowledge of cooperative principles and practices; 
to provide for calling advisers to counsel with the Secretary of Agriculture on 
cooperative activities; to authorize cooperative associations to acquire, interpret, 
und disseminate crop and market inform n, and for other purposes,” together 
With all functions pertaini o the work and service f such Division, its per- 
sonnel property neluding office equipment assets, funds, contr ts, and records 
used and employ ed in the execution of its fun on powers, ¢ nad uties, and so 
much of the unexpended balances of appropriutions, al on nd other funds 
available or to be made available for aries, expenses, and all other adminis- 
trative expenditures as the Director of the Bureau of the Budget shall determine, 
for use in the execution of the functions, powers nd duties of d Division 


in said Department 
FRANCHISE TAX PROVISIONS 


Sec. 10. Section 23 of the Federal Farm Loan Act, as amended, is further 
amended by adding at the end thereof a new paragraph, as follows: 





“Notwithstanding any other provision of this Act, in the case of a Federal 
land bank having outstanding capital stock held by the United States during the 


whole or any part of a fiscal year, said bank shall, after complying with the 
reserve requirements of the preceding paragraphs of this sectio ind before 
declaring any dividends to shareholders, pay to the United States a franchise tax 





equal to 25 per centum of its net earnings then remaining, not to exceed, how- 
ever, a rate of return on such Government capital equal to the average net inter- 
est cost of financing direct obligations of the United States during the fiscal year 
of the United States ending next before such tax is due (such rate to be deter- 
mined by the Farm Credit Administration upon the basis of data obtainable 
from the Secretary of the Treasury ).” 

Sec. 11. Section 6 of the Farm Credit Act of 1933 is amended by adding at the 
end thereof a new paragraph as follows: 

“(e) Each production credit corporation shall, at the end of each fiscal year 
(1) apply its earnings described in subsection (c) of this section in accordance 
with the provisions of subsections (c) and (d) of this section; and (2) apply its 


earnings from all other soures, first, to the payment of any operating expenses 
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for the year remaining unpaid; second, to restore losses and impairment of 
capital, if any, of the corporation: third, to the creation and maintenance of a 
surplus equal to 25 per centum of the paid-in capital of the corporation; fourth, 
to the payment of 25 per centum of its earnings from all sources then remaining 
to the United States as a franchise tax, and fifth, to the payment of the remain 
hg earnings into its surplus account.’ 

Sec. 12. Section 36 of the Farm Credit Act of 19833 is amended to read as 
follows: 

“The Central Bank for Cooperatives shall, at the end of its fiscal year, apply 
the amount of its earnings in excess of operating expenses during such fiscal yea! 
lirst, to making up any losses incurred; second, to the restoration of the amount 
of the impairment, if any, of capital and guaranty fund as determined by the 
chairman of the board; third, 25 per centum of the remainder of such excess of 
earnings shall be applied to the creation and maintenance of a surplus equal to 
it least 25 per centum of the amount of the capital and guaranty fund; fourth, 
if said bank shall have outstanding capital stock held by the United States 
during the whole or any part of the fiscal year, it shall next pay to the United 


States as a franchise tax, a sum equal to 25 per centum of its net earnings the! 


} 
I 








remaining, not exceeding, however, a rate of return on such Government capital 
equal to the average net interest cost of financing direct obligations of the United 
tates during the fiscal year of the United States ending next before such tax is 
such rate to be determined by the Farm Credit Administration upon the 


du 
basis of data obtainable from the Secretary of the Treasury) ; and fifth, any sums 


maining shall be carried into its surplus account or devoted to the payment of 
ividends, as may be determined by the chairman of the board. Subscribers to 
ruaranty fund shall be titled to dividends in the same amounts as the sub 
ibers to the stock. No rate of dividend in excess of 7 per centum per annum 
shall be paid. Dividends on stock held by the Farm Credit Administration or the 
Governor thereof, when paid, shall be « dited to the revolving fund created unde 
section 6 of the Agricultural Marketing Act, as amended.” 
Sec. 18. Section 42 of the Farm Credit Act of 19338 is amended to read as 
LOLLOWS 
The provisions of section 35, as amended, and the provisions of section ot 
as amended, shall apply in the case of Banks for Cooperatives in the same mat 
er and to the same extent as such provisions are applicable ! Bank 





for Cooneratives, except that powers conferred on the Ch: 





f the Central Bank for Cooperatives shall be exercised by 


rs Of the Banks for Cooperatives, subject to the approval of the Farm Credit 


\dministration,” 











MEMBERSHIP OF DISTRICT FARM CREDIT BOARDS 
c. 14. Section 5 (b) of the Farm Credit Act of 19857 is ainended to read 
») The hall be in ¢ farm credit district a fam ‘redit board which 
be selected as hereinafter specified and shall be composed of seven 
bers Kach farin er dit board shall nclude n its title the name ) the cit 
id i Federal land banl Federal intermediate credit bai produ tion cred 
n, and regional bank for cooperatives of t district are locate 
of the seven member of said board shall be know as elected dit or 
of who one shall be chosen by national farm loan associations, one sha 
chosen by production credit associations of e district, and one shall be chosen 
cooperatives which are stockholders or subscribers to the guaranty fund of 
ey nal b k for cooperatives in the "ret Subject to the othe prov 
sions hereof, three of the seven members sh e know is district director 
shall be appointed by the Governor of the Farm Credit Administration b) 
and with the advice and consent of the Federal Farm Credit Board. The se 
enth member of such board shall be known as director-at-large and shall be 


appointed by the Governor of the Farm Credit Administration by and with tl 
idvice and consent of the Federal Farm Credit Board. Each farm credit boare 
shall elect from its members a chairman and vice chairman, and shall appoint 
1 secretary from within or without its membership as it nay see fit The chi 
mah, vice chairman, and secretary shall each be elected for a term of one year 
d until their successors are elected and take office and the board shall elect 
such officers each year. The chairman shall preside at all meetings and the 
} 





vice Chairman shall preside in the absence or disability of the chairman. 
board may, in the absence of both the chairman and vice chairman, elect a mem 
ber to act as chairman pro tempore,” 
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Sec. 15. Section 5 of the Farm Credit Act of 1937 is amended by striking out 
the entire text of subdivision (d) thereof and inserting in lieu thereof the 
following: 

“(d) (1) The member of the farm credit board of each farm credit district 
known as the ‘third district director’, who is in office on the effective date of 
this Act, shall serve as such until his term of office expires Thereafter, there 
shall be no member of the district farm credit board to be known as the ‘third 
district director’ 

“(2) Notwithstanding the above provision with respect to the appointment 
of district directors, one additional member of said board shall be elected by 
each of the groups aforesaid (national farm loan associations and borrowers 
through agencies, production credit associations, and cooperatives which are 
stockhoiders or subscribers to the guaranty fund of the regional bank for coopera 
tives of the district), and serve in lieu of a district director, under the f wing 
circumstanees and conditions: 

“(A) Whenever, as determined by the Farm Credit Ad stratis the sum 
of the capital stock held by national farm loan associations, surplus and reserve 
of a Federal land bank shall equal or exceed 66 per centul he tot ol 
the capital stock, surplus, and reserves of such bank as of the date e1 ths 
before the i the term of office os * distri director rt ra ai 
trict dire m next expire es essor to s d : ) 
elected b fart Oo ASSO of the s t in the 1 é 
herein pro known as an els ed director, and cces ( hat 
office shall b ‘ ‘ i 
obtair P i ‘ ne | e Fat ( 
istration, s s of e date thre ! é 
eX l n of er é unce 
‘ | SI ul h ¢ | ‘ ne ib ‘ 
Governor of f ! wit f 
St of tl lec s b I ! s l 
atl LICCeSS( 1 t ind ( i I ‘ 
for such ter l ¢ mn ¢ nm 
director | n s hea rovided Lie 
thie ih Sule ig ¢ 
time elect one additional director as afor | and en the ‘ midi 
tions named in this subparagraph shall be Cetermine to obtail s af id 

‘“(B) Wheneve as determined by ! Fat ( ed 1dm tl 
of the capital stock eld by persons het du ! ad ‘ > lol 
of the district, surplus and reserves of the production credit associations (col 
lectively) of a far redit district shall equal or exceed 6634 ner I hve 
total of the « pital stock, surplus, and re rves f the production © lit associa 
tions (collectively) of said district a f tl ee | » hofnt , 
ration of the term of office of the district director (or third distri ‘ I 
whose term next expires, the successor t ch director sha electe 
production credit associations of the district it e 1 ‘ herein pr ed 
shall be known as an elected director, and suecess¢ to that office shall be so 
elected and known from term to term while such conditions obtain: Prorided 
That if and wh s determined by the I Credit Ad strat 
ditions do not obtain as of the date three months before t expiration ¢ the 
term of office of any director so eleeted under é } 
the successor to such director shall be ap ted by the Gove 
Credit Administration bv and with the advi« 1 const of the Feds Farm 
Credit Board, shall be known as a distr or. 2 
Shall be so appointed nd kmne re I ot f u 
ment is not precluded by he election of 4 li on ‘ } f ¢ 
groups aforesaid as herein provided : And provid he hat such } 
credit associations sh iz ind I me els Oo 1dd ctor 

f . as aforesaid, if and when thr equ (| conditions named in this subparagraph 
shall be determined to obtain as aforesaid 
“(C) Whenever, as determined | the Farm Cre Adn istrati the sum < 
the capital stock and subscriptio to the guaranty fund held by cooperatives 
Which are stockholders or subscribers to the guaranty fund of a regional bank 
} for cooperatives, surplus and reserves of said bank shall equal or exceed 6624 
, per centum of the total eapit 1] stock, subseriptions to the euaranty fund. surplus 
f and reserves of said bank as of the date three months before the expiration of the 

term of office of the district director (or third district director) whose t rm next 
t expires, the successor to such director shall be elected by the cooperatives which 
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are stockholders or subscribers to the guaranty fund of said bank in the manner 
herein provided, shall be known as an elected director, and successors to that 
office shall be so elected and known from term to term while such conditions 
obtain: Provided, That if and when, as determined by the Farm Credit Administra- 
tion, such conditions do not obtain as of the date three months before the expira- 
tion of the term of office of any director so elected under the provisions of this 
subparagraph, the successor to such director shall be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the 
Federal Farm Credit Board, shall be known as a district director, and successors 
to that office shall be so appointed and known from term to term for such terms 
as appointment is not precluded by the election of an additional director by one 
of the groups aforesaid as herein provided: Porvided further, That such coop 
eratives which are stockholders or subscribers to the guaranty fund of said bank 
shall again and from time to time elect one additional director as aforesaid if and 
when the required conditions named in this subparagraph shall be determined to 
obtain as aforesaid: Provided further, That at no time and under no conditions 
shall there be in office less than one or more than two members of said board 
who are serving by election of any one of the groups aforesaid (national farm loan 
associations and borrowers through agencies, production credit associations, and 
cooperatives which are stockholders or subscribers to the guaranty fund of the 
regional bank for cooperatives of the district) : And provided further, That if two 
or more of said groups shall, under the terms and provisions hereof, become 
qualified to elect an additional director pending the expiration of the term of 
office of the district director (or third district director) whose term next expires, 
preference shall be given, first to national farm loan associations and borrowers 
through agencies, next to production credit associations, and next to cooperatives 
which are stockholders or subscribers to the guaranty fund of the regional bank 
for cooperatives, to elect an additional director as herein provided as the terms 
of office of district directors, including the third district director if he be still in 
office, expire.” 

Sec. 16. (a) Any other provisions of law to the contrary notwithstanding after 
the effective date of this Act any production credit association may, with the 
approval of the President of the Production Credit Corporation and of the Farm 
Credit Administration, issue nonvoting preferred stock, to be known as class © 
stock, which may be purchased and held by production credit corporations and 
by investors: Provided, That the issuance of such stock shall be authorized by 
vote of not less than two-thirds of the outstan’ing shares of class A stock of 
the association (other than shares held by the Production Credit Corporation) 
by the holders thereof in person or by proxy and by vote of not less than two 
thirds of the outstanding shares of class B stock of the association by the holders 
thereof in person or by proxy: and for this purpose holders of class A stock 
(other than the Production Credit Corporation) and holders of class B stock 
shall be entitled to one vote for each share of stock held by them. 

(b) Such class © stock of such associations shall be divided into shares of 
$5 each. The resolution of the stockhol’ers authorizing the issuance of class C 
stock and every certificate of class C stock issued shall state and express the 
privileges, restrictions, limitations, and qualifications affecting said stock, and 
the total amount of the authorized issue to which it belongs. 

(c) Such class C stock may (1) be made subiect to redemption in such manner, 
at such time or times, and at such price or prices; (2) be given such preferences 
as to net assets upon dissolution of the corporation, whether voluntary or invol- 
untary: (3) be given the right to receive such cumulative or noncumulative divi- 
dends payable quarterly, semiannually, or annually, and payable as a whole or 
in part before any dividend shall be set apart for or paid on class A and B stock; 
an (4) be made subiect to such other restrictions, limitations, and qualifica- 
tions, as shall be stated and expressed in the resolution of the stockholders 
authorizing the issuance thereof and in the face of the stock certificates. 


APPROPRIATIONS AND EXPENDITURES 


Sec. 17. (a) There are authorized to be appropriated such sums as may he 
necessary or apnropriate for administering the provisions of this Act. 

(b) Farm Credit Administration may. within the limits of funds available 
therefor, make necessary expenditures for personnel services and rent at the 
seat of government and elsewhere; contract stenographic reporting services; 
purchase and exchange of lawbooks, books of reference, periodicals, newspapers, 
expenses of attendance at meetings and conferences; purchase, operation, and 
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maintenance, at the seat of government and elsewhere, of motor-propelled pas- 
senger-carrying vehicles and other vehicles; printing and binding; and for such 
other facilities and services as it may from time to time find necessary for the 
proper administration of this Act. 

Sec. 18. This Act shall take effect ninety days after the date of its enactment: 
Provided, however, That immediately following the enactment of this Act the 
Farm Credit Administration shall proceed with the designation of nominees as 
provided in section 4 (a) hereof and the members of the Feleral Farm Credit 
Board shall be appointed or designated sufficiently in advance of the effective 
date of this Act to enable said Board to prepare to enter upon the discharge of 
its duties upon the effective date of this Act; and after the effective date of this 
Act, the compensation and expenses of the Board members shall be paid, as 
provided herein, frora the date on which their appointments became effective, 
out of any funds available for the payment of administrative expenses of the 
Farm Credit Administration. 

Sec. 19. All Acts or parts of Acts inconsistent with the provisions of this Act 
ure hereby repealed to the extent of such inconsistency. 

Sec. 20. (a) If any provision of this Act, or the application thereof to any 
person or circumstances, is held invalid, the remainder of the Act, and the appli 
cation of such provisions to other persons or circumstances, shall not be affected 
thereby 

(b) The right to alter, amend, or repeal this Act is hereby expressly reserved 

The CHarrman. This morning we plan to begin with the witnesses 
from the Department of Agriculture. It had been planned to hear 
Mr. Farrington, Mr. Duggan, Mr. Loos. However, the Department 
has some suggestions to make relating to this bill, and. therefore, 
instead of Mr. Farrington, Mr. Duggan and Mr. Loos, Mr. True D. 
Morse, Under Secretary of Agriculture, will appear before the com 
mittee this morning to make a statement. 

Secretary Benson is out of town today, and Mr. Morse will ably 
represent the Department. 

Mr. Morse, will you take the witness chair? You have a prepared 
statement. We are very glad to have you with us this morning, and 
we will listen with great interest. 


STATEMENT OF THE HONORABLE TRUE D. MORSE, UNDER 
SECRETARY OF AGRICULTURE 


Mr. Morse. Thank you, Mr. Chairman and members of the com- 
mittee. 

I appreciate this opportunity to appear before you today and make 
a preliminary statement as the hearings open on S. 1505, introduced 
on March 30 by Senator Aiken on behalf of himself and Senator 
Ellender. I want to emphasize that this is merely a preliminary 
statement, Mr. Chairman. 

The bill, as I understand it, has for its principal purposes increas- 
ing farmer participation in ownership and control of the Federal 
farm-credit system, the creation of a Federal Farm Credit Board 
within the Department of Agriculture, the abolishment of certain 
offices, and the imposition of a franchise tax on certain farm-credit 
institutions, mM addition to other changes in the Farm Credit Admin 
istration. 

Q) September 18, 1952, in a speec hat Omaha. Nebr... General Eisen 


hower said, In part, and I quote : 


We will remove the Federal domination now nposed on the fat credi 
system. Employees of these farmer-owned self-supporting inst should 
not be Federal appointees. A Federal Farm Credit B d, elects V el 


members, should be established to form credit policies, select executive officers, 
and to see that sound credit operations will not be endangered by partisa 
political influence 
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On March 25, President Eisenhower transmitted to Congress Re- 
organization Plan No. 2 of 1953, reorganizing the Department of Agri- 
culture. Farm Credit Administration was exempted from that plan 
and the transmittal message stated as follows: 

The same reasons which prompt the exception of the corporations of the 
Department (namely, that bodies corporate have independent legal personalities 
and act in their own name) make desirable the exception of the entities super- 
vised by the Farm Credit Administration. The Farm Credit Administration 
itself is also excepted, since it is anticipated that general legislation covering 
this field will be recommended to the Congress, 

This bill is therefore aimed at accomplishing the general objectives 
of the Preside nt. 

This bill represents years of work of some of the principal farm 
organizations. Farm Credit Administration was at one time an 
independent agency. It was meee a part of the Department of Agri 
culture. It was made a part of the Department of Agriculture by the 
first plan on governmental reorganization of April 25, 1939, effective 
July 1, 1939. About 1940 or 1941, officials of several farm organiza- 
tions under the leadership of the late Albert S. Goss, m aster of the 
National Grange, began work on legislative proposals which would 
again establish Farm Credit Administration as an independent 
agency under a Farm Credit Board. 

It is the desire to set up the farm-credit system in such a way that 


it would be operated free from undue partisan political sigs» sr sy 0 
as is the case with the Federal Reserve Syste m. A m: jor objec ‘tive 1s 
to increase farmer p artic ipation in the guidance and s supervision of f the 
agencies. It is the hope that farmer owner hip in the farm-credit 


system will continue to oradually increase. 
* Farmer ownership of the system has been increasing. The Federal 
land banks are now wholly ow ned | by the national farm loan associa- 
tions, which in turn are owned by ‘arme abe ut half of the p odue 
tion credit assoc iations are wholly farme e cemned? there is a sizable 
block of cooperative ownership 1 in the banks fo cooperatives. The 
situation on December 31, 1952, with respect to farmer versus Goy 
ernment ownership ot capital stock in the so-called farm-credit corpo 
rations was as follows: 

There follows, Mr. Chairman, a table. 

The Cuaiman. Why do you not just read the totals, Mr. Morse, 
and we will put the rest of the table in the record. 

Mr. Morse. Yes, sir; thank you, sir. 

The CHAIRMAN. The table will be inserted at this point in the 
record. 

(The above-mentioned table is as follows:) 


( ment 
Institution <8 er ( tal I ] ital 
( i 
Reo< t 20 ( ) 
| | ( om O00 
| ( O00 
| il P OOK () 
Pr ( ( 000 
Py 15, SOK », 442, 007 ys 7. 80 
} rer 7s y " 3. 000 
ul | 2 ) ) ( 1 S4 
T Inter¢ ri ) t 7, 59 oo ( ) 35 
Ve i, OVO, OOO 178 ) 7 
He ) rporati 
i \erict I Act l ft 1 
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Mr. Morse. ‘The totals of Government capital are $281,595,000, 


against the farmer capital stock ot SITS.16 DOF 

In these circumstances, the De} irtinent supports the prin yles of 
S. 1505. It desires to commend the farm organizations and the othe 
farmers and farm groups on the development of legislation intended 
to improve the farm credit system. Farmer interest in a Government 
program is a healthy sign, regardless of the side that interest takes. 

There are, hoy ever, Solmne niajol proviems W ith respect to this leo $ 
lation which we feel must be take ul f in the interests of bot 
the farme! and 1 e Government Wi euieve that some it e |} ) 
lems justify substantial changes { proposed legislatio fore 


it is enacted into law. 


The staif of the Departm nt of Agi ture and of the Dir or oj 


the Bureau of the Budget are working on these proble: A OO! 
is possible, Mr. Chairman, t Il present for your considerati« 
sugvest cl une! ments to ft | \ i Op al Wiil Ie ove 
questions that ow to ¢ ioe repared at t me to 
qiscuss those questions aeta ut they te te ae | \\ y 

l he met od 1 Cl LIO] l pp ntn { I the 1 mers oF 
the Federal Farm Credit B ra, t ( f the Board i rity 
ind th ethod of appointment of Governor of the Farm Credit 
(dministration as the chief ex e oflicer of { edit syst 
Lise some subpsta sal « Mist ulloO 1 L10 unaer the ) sent pro 
Vision ] ( Ae Phe e are Delng ct . cd by t egal lis « 
the agencies ce rned. 

Vher ¢ till a heavy nvest t of Grover ! pital 

ome of f bil Creat ! LUCIE \\ ( Cire ] cre 
titutie iered tog r, the‘ t pital 

' ms ; : 
LOCK thi I i ) \ 
stitu o Tarmel tal for that OO! pra It 
does not, owever, 1¢ a uy pro Ol ( it ici¢ 
rovis l LO 1! ( ‘ t 7 the ty ( ( 
nvolyed thy¢ fF t] lou ‘ Fey 
to 1 ParmMers { r dpe tives 

The pract il me ods t { C De ¢ & ( { } 
tion to take care of t] wo ] c ret f 
Crovernment ipital and re ( ib] l} 1 ts ( ! 
uch retirem ren e Gove m : 
be explored further. 

5 The thi 1} J r questiol is the matter of safeo raine thy ‘ 
of the Government capital pending its retirement 

The Budget and Accounting Act and t (government Corporatio 
Control Act | ive been ad ] ted L)\ the Congress. Phe iD} ly hn @ 
eral to the use of all Federal funds in the safeguarding of 1 public 
interest. There n th I] language which o t | 
of removing the entire operations of the farm cred ystem, i 
cluding t eC list of the (y ernment ca { ] trol tiie \ of thos 
ets 

It Is felt tl is th rc point re Ll! more O I the befo1 
the Department should submit its r lation 

i 

It S prob ble also t] { menamel aden Yr wit DO f oO ESS] 
importance will be suggested. 

Mr. Chairman. this 1] merely . preli I statement to put n 
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— these will be presented to your committee as soon as the work 

‘an be completed. While this work is in progress, it will be helpful 
to have the benefit of the testimony which will be given during the 
course of these hearings. 

The Department of Agr iculture wishes to appear later with its com- 
plete statement on S. 1505. 

This, therefore, concludes our testimony at this time. 

The Cuarrman. Mr. Morse, have you any idea as to the approxi- 
mate amount of time which will be required before the Department 
will have an opportunity to go over this bill and makes its definite 
recommendations for improvement or revision 4 

Mr. Morse. As we have indicated, Mr. Chairman, we are working 
in conjunction with the Bureau of the Budget, and I could speak 
better for the Department than I could for the Bureau. I would 
dislike to estimate at this time, but we would hope that within 10 
days we could. 

The Crairman. Within 10 days? 

Mr. Morse. Yes, sir. 

The Carman. Are there any other questions of a general nature 
that members would want to ask Mr. Morse? He made it pretty 
plain that he is not prepared to answer questions in detail. 

(No response. ) 

If not, we will go on to other witnesses, and I presume that some 
of the representatives of the Department will stay here to reply 
to any questions which may be raised by the other witnesses which 
will appear. 

Mr. Morse. I regret this del: wy, but I assure you that we have been 
doing what we could toward stating the matter. 

The Cuairnman. I understand that some questions have been raised 
recently in reg: ar to this bill. It is an important bill. If and when 
it is approved by the Congress, we want it to be in the best shape to 
accomplish the purpose for which it is intended and to afford pro 
tection to the Federal funds all at the same time. 

Senator Ture. Mr. Chairman, the record of the Farm Credit Ad 
ministration and these other agencies listed here is so excellent, and 
they have rendered such a splendid service, that what we are endeay 
or ing to do is to improve, not necessar ily to correct. 

Mr. Morse. By all means; yes, sir. 

Senator Tuye. Their record is splendid. If anything, it is a ques 
tion: Can we improve ? 

The Cuarrman, In the opening statement I made, Senator Thye, 
I called attention to the fact that when these farm-credit agencies 
were originally esti ablished, it was with the intention of having them 
taken over by the farm people themselves as soon as they were able 
to do so. 

Senator Tuyr. I was sorry I was not here at the opening, but I j 
could not get here. I had too many things pending. 

Senator Young. Mr. Chairman, may 1 be excused. We have a 
meeting of the full Committee on Appropriations to consider the 
independent offices bill. 

The CHarrman. Cert: eis Senator Young. 

We will proceed now vith the other witnesses, We have a lot of 
people here » today ie fe sana who des ‘e to testify on this bill, and 
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of course, they cannot testify on the proposed amendments of the 
Department which have not been presented yet, but they can testify on 
the general purpose of the bill, the gene ‘ral desirabilit ty of achieving 
that purpose, and the next witness is Sam H. Bober. chairman of the 
National Farm Loan Associations advisory committee, Newell, S. Dak. 

Mr. Bol er. we are glad to have you with us. The committee wants 
to get all the | light it can shed on this particular subject; and as I 
pointed out, those who introduced the bill do not — any clarms fot 
perfection on the part of the bill, but we do feel 3 prov ides a basis 
for enacting legislation which may be to the benefit ot 
a whole, as well as everybody else. 

Would vou like to proceed now with your statement, 


riculture as 


TATEMENT OF SAM H. BOBER, CHAIRMAN, NATIONAL FARM LOAN 
ASSOCIATIONS ADVISORY COMMITTEE, NEWELL, S. DAK. 


Mr. Boper. Mr. Chairman, | wish to thank the conminittee for the 
op portunity of ap hie to testify Ih revary Lto S. 1505. I have here 
a prepared text which I will leave with the committee. 


STATEMENT FILED BY SAM H. Bop CHAIRMAN, NATIONAL FARM LoAN 
ASSOCIATIONS ADVISORY COMMITTEI 


Mr. Chairman and members of the committee: I wish to thank you for the 
opportunity to appear before you to discuss farm credit and particularly the farm 
credit bill of 1953, in which a large part of farm and ranch owners throughout the 
land are much interested in. 

The modern farmer and rancher today, taking advantage new labeor-s ing 
machinery and science, is increasing the efliciency of his plant, to keep pa th 
industry, in supplying the needs of an expanded populatior Like s ss and 
industry, agriculture uses credit to finance the enlargement, improvement, and 
operation of its business It takes much capital to enable the ! nal ry to 
produce the food, feed, und fiber for our people and for expo na ibvute 
its share of wealth to the national economy 

The history of the Farm Credit Administration is good, particeul: « during 
the drought and depression years of the thirties, when it helped save nillion 
farm homes from foreclosure. No one lost any money in the OCeSS, CVE! ul 
loans at that time were larger and more liberal in proportior { le of the 
farm units mortgaged Nationwide long-term farm credit on land and short-term 





credit for production of crops and livestock at reasonable rates of interest, has 
paid off in higher level of family living, in more efficient production of farm prod 
ucts, and indirectly contributed to social and economic progress for rural 
communities. 

In the early thirties, the farmer and rancher borrowed from the Federal Land 
Bank money to save his home. He was hard up, he worked long hours to try 


to get by lie had little time to give to farm associations or their activities If 
he happened to be a director of the National Farm Loan Association in those 
vears, he was a “rubberstamp” more or less used to approve resolutions pre 

pared in the farm credit district offices or in Washington Hie knew little of the 
workings of the land banks or the policies of the farm credit syste He was 
a stockholder of the association and land bank but was not tively interest 


in its affairs 


PROGRESS LAST YEARS 


During the past 15 years the farm industry has undergone somewhat of a re 
olution in the operation and management of its business. Labor-saving mach 
ery and science has made the farm operator more efficient, farmwork 
and the workday shorte! Along with help of parity and support prices 
began to pay off part of their indebtedness, started to improve their homes, and 
in a majority of cases were able to approach comparable living levels of 
folks. Little by little the farm operator using farm credit began to take 
interest in their associations. Money borrowed from the land bank helped | 


1118 
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und he now likes to give time and effort to see that the Farm Loan Association 
and the credit system is conducted in a businesslike manner. He is anxious to 
participate in the ownership and management of the system, if the rules were 
changed to allow more expression in policymaking and in the solving of local 
problems. 

The financial statement of the farm plant shows marked increase in net worth 
It has increased in size for acres, in farm machinery and in better livestock. 
Improved farm practice, better yielding farm crops and increased use of 
legume pastures and fertilizers has raised production value per acre greater 
than the price raise in the land. And the increase in farmers’ debts has not 


been as rapid as the raise in value of his assets. The capital stock of our land 





banks and of our associations have increased to make a better showing than 
many of the conservative commercial banks. In spite of full ownership of the 
issociations and land banks of lock, steck and barrel, our stockholders have little 
to say on lending policy or management policies of their own institution. 


NATIONAL FARM LOAN ASSOCIATIONS’ ADVISORY COM MITTE! 


Because of grievances and complaints from stockholders on grassroots level 


in various parts of the country became noticeable, regional meetings of associa 
tion directors were called Each region of the district elected a member for a 
irectors’ advisory committee to meet with district farm directors and land bank 
officials to consult on problems of mutual interest and to elect a representative 
the district to meet with like representatives from other districts to form a 
National Farm Loan Association’s advisory committee, of which I have the honor 
f being chairman. 
This committee serves as spokesman for the stockholders of the associations 
i investigates and initiates study and discussion of proposals for improving out 
associations ; and land banks; and acts in an advisory capacity for our associ 
tions and their land banks on practical changes needed in policies in the nation 
wide farm credit system, to make recommendations for beneficial modifications 


] 
it 


her in policies or in law under which the system operates 


OUR COM MITTEES PRESENT A LARGI ART OF TILE FARM INDUSTRY 


The advisory committee of which I am chairman, representing 1,150 associa 
tions with a membership of 300,000 stockholders, has been working with the Na 
tional Production Credit Association’s advisory committee, whose membership 
s 476.000 stockholders, and together we have cox peri ted with the joint farm 
credit committee, consisting of the leadership of the major farm organizations, 
ich also numbered some of the directors from various district credit boards 


on its membership. 


Many of our NELLA stockholders are also borrower-members of the PCA’s 


for operating expenses and purchase of livestock. The PCA loans help Federal 
ind bank long-term borrowers earn better pay for the season’s work and make 
more prompt payments on their loans. There are some well-meaning people who 
would like to separate the Federal land banks under separate farm district 
boards Th vast majority of us, however, are convinced that he ind ba + 





and the production credit associations working together with farm cooperatives 
operating on a unified board, would provide greater strength in solving fart 





credit problems, and furnish more effective service to agricu 

We have given free y of our time and work on these committees to hel; write 
this eredit bill, which we believe will help increase farmer partici tion it 
ownership and control of the farm credit system. The enactment of this bill 
will strengthen the system and inake it more responsive to the credit needs of 
the farm industry Indirectly it will increase the success of other farm programs 
nel the bv strengthen t verall national economy 

The ideas incorporate to this bill represent much of the thinking of t se 


responsible for the administration of the credit system on local levels. 


DECENTRALIZATION WILL SPELL EFFICIENCY 
This bill provides a higher degree of autonomy for our credit system and il 
he able to delegate more responsibility to persons responsible for administratio 
of far credit at district and association levels. It will spell more control for 


the stockholders who own the system and for directors will allow solving of area 
problems which they understand best. This legislation | 
repeatedly by association directors and approved by the vast majority of our 





as been Ciscussed 


FARM CREDIT ACT OF 1953 Ld 


membership, who strongly recommend that this bill be approved Congress 


] } 


At present the stockholders have little ¢ontrol over the land 








the lending policies of the system The passage of this bill tely 
give our stockholders personal pride in ownership of the credit give 
uS Perinission to gradually take over the responsibilities and e ot 
tasks now in the hands of Government uppointees. The bill co 
operative and democratic nominations and elections of boat members 
national and district lev We have plenty o qualified men with agricultural 
ind financial experience to choose fro men who have been through the 1 
who have experienced drought, depression, and boom periods These men ha 


been helped with farm credit and are anxious to strengthen and preserve the inde 
I 


pendence of this system for the benefit of agriculture 











A NATIONAL PART-TIME FARM CREDIT PO YMA G ROARD MEANS ¢ \ PR {ESS 
Farming, like business and industry, has its ever-changing proble cw e 
men who practical contact with lan ivestock t roblems tally ter 
ested in : parts of the country, wi no ves to build up contre n W 
who will serve t time and not make a profession of these pos ! 
he better able to form po than Government appointees who may have paterna 
istic notions It wi | provide new hlood and 1 w ideas t cope wit ey or 
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represents all the owners of the 12 Federal land banks in the United 
States. 

A program to increase farmers’ participation in the management 
and control of the farm credit system has been in the planning stage 
for 5 or more years. The late Albert Goss, master of the National 
Grange, and great friend of American agriculture, was the leader of 
this movement. During the last couple of years of his life he devoted 
a great deal of time to planning desirable changes in the Farm Credit 
Act. During the last 2 years new impetus has been given by the 
national farm organizations—the American Farm Bureau Federation, 
the National Grange, and the National Council of Farm Cooperatives, 
along with the national farm loan associations’ advisory committee 
and the national advisory committee of production credit associations. 

I do not propose to go into a detailed discussion of S. 1505. We 
mainly are interested in the following three provisions: 

That as long as it is proposed that the Farm Credit Administra 
tion shall stay in the United States Department of Agriculture, it 
have a semi-independent status in the Department, as stipulated in the 
bill. 

That there be established a Federal Farm Credit Board, 12 of the 
ane of which shall be nominated by the grassroots the national 
farm-loan associations, the production credit associations, and the 
cooperatives which are stockholders or subscribers to the guaranty 
fund of the bank for cooperatives of the district. 

That two-thirds or more ownership in the district banks or 
corporations shall entitle the farmer-borrowers to elect 2 members on 
their district farm credit board rather than 

The national farm-loan associations are not. directly concerned 

arding the frane se tax or average net interest cost of money on 

Hie al funds held by the United States for the reason that all 12 
Federal land- aie ‘are completely farmer owned. Further, the 
national farm-loan associations are not involved in the proposal 
authorize production credit associations to issue.class C stock. 

It is the considered opinion of our 12-man national committee and 
of the national farm-loan associations throughout the country, which 
we represent, that this propos d legislation, if enacted into law, will 
go a long way toward increasing farmer participation in ownership 
and control of our district organizations. We do not claim the it this 
hill is the last word, but under section 2, Declaration of policy, Con 
gress would give the Federal Farm Credit Board a mandate to come 
back to Congress within 1 year after enactment of this legislation 
with recommendations sup salaaa ntal to those provided by this bill. 

This pro posed legislation has been considered repeatedly by ou 
National Farm Loan Associations advisory committee and it has been 
considered in numerous other farmer-borrower meetings in the 48 
states over a period of many months 

The creation of a 12-man Farm Credit Board spells progress. Wi 
have plenty of men qualified by agricultural and financial experience, 
men who have been through the mill, who had gone through de pres 

on, drought and boom periods can be trusted to form sound credit 


policies. Residents from the 12 different districts of the country 
constant contact with land and the problems in their a areas can 
be more alert in facing realities and lanente possible trouble. These 


directors ean be trusted to issue warning signals to our country folks 
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more promptly and in language farm folks understand. We can be 
trusted to come up with fair solutions of our own problems. Section 
6 authorizes and requests the Farm Credit Board to study and make 
recomendations to Congress for any remedial legislation that may be 
needed from time to time. These board members will be in excellent 
position to keep Congress advised of the progress of this farm-owned 
credit system. 

Direct election of directors on district credit boards is another good 
feature of this bill. It will give the owners of the credit system a 
majority of board members which under present system they are 
denied. 

Farm leadership is conservative. It does not tolerate waste. We 
expect to eliminate nonessential functions and services and save money 
thereby. Give our stockholders the necessary legal authority and 
you can depend on the good old-fashioned custom of American self- 
reliance on the part of our stockholders to effectively manage the 
credit system for the benefit of the agricultural industry and indirectly 
to contribute to the economic stability of the entire Nation. 

We strongly recommend that this bill be approy “i DY Congress. 

The Cuarrman. Thank you, Mr. Bober. What effect do you think 
the enactment of this proposed legislation would have on the re¢ pay- 
ment of Government capital ¢ Would it be like ly to increase those 
payments ¢ 

Mr. Bost z. I think it would. Our record shows the steady progress 
we have made in acquiring the ownership of the Federal land banks. 
Since 1947 we have completely repaid the Government every red cent 
that we ever owed. The Government has not lost a single cent dur Ing 
all these vears. During the depression vears, most of the folks 
realize that the Government actually loaned out more money on farms 
inh proporation to value, and vet we came back with a hundred percent 
record of repayment, and I believe the Government has made a profit 
on the deal. 

senator THYE. That was not only through the Fede il lan d bank, 
Lut through the commissioner's loan, which provided supplemental 
farm credit. It was a second mortgage and was used when tlre lend 
bank could not grant a loan because it was what you would eall a 
shaky loan. Therefore they could only apply the commissioner’s 
funds to make a loan. 

Mr. Boner. I am glad you brought that question up, Senator. 

Senator Tuyr. That was one thing that Congress did in 1933 that 
saved many of the farmers. 

Mr. Boper. Yes. 

Senator Tuyr. If an emergency ever occurred again in any way 
comparable to the depression, similar action by Congress to meet the 
emergency would be needed. 

The CHarrmMan. You are satisfied, then, that the enactment of this 
legislation would not result in slowing up the repayments to the 
Federal Government on the part of other farm agencies that have not 
paid up? 

Mr. Boper. Senator, I believe we have made a lot more progress in 
the last 15 years. You have a different class of farmers and ranchers 
to deal with than you had in the early years of the depression. We 
have undergone somewhat of a revolution in farming and living in 
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the rural areas. People take pride in their own institutions and they 
like to take care and manage these private institutions. 

The fact that we now own all of these 12 lands banks, that we own 
$425 million worth of the stock capital and reserve in the associations, 
as well as in the banks, shows what a wonderful record of accomplish 
ment we have. I believe this could be dramatized to give the people 
of the Nation an idea of how much progress agriculture has made 
during these years, and we would like to continue to make this prog 
ress: and if you folks give us the tools to do it with, I think we will 
make a very good showing, maybe more than a good one. 

The Cuatmnan. As the members of the farm-credit agencies sub 
stitute their own money for the Government funds, does that oive these 
agencies a tendency to be possibly ultraconservative in the granting of 
loans ¢ 

Mr. Boner. Yes; I believe you will find the boards of directors in 
our N: ational Farm Loan Association are a conservative set of folks 
as you might find in any country bank or any similar lending 
institution. 

Senator Munpr. I think what the chairman is driving at is would 
they be too conservative ¢ 

Mr. Bosrr. No; you come in contact with folks of good background. 
They understand the business; they know what they have gone into 
and they like to be helpful; they are not extravagant but not ultra 
conservative, either: they know the eattle and the farm busine 

Senator Munpr. In other words, they understand the farmer’s 
needs, as well as the need of preserving the fund. 

Mr. Boprr. Yes, sir. 

Senator Munpr. Mr. Chairman, I am sorry that I was not here 
when Mr. Bober started his testimony as I woul | have liked to have 
told the committee more about him, but I shall do that now. Mr. 
Bober is one of the distinguished citizens of western South Dakota, 
and he is not only a businessman, and very successful in business and 
the distributing of seed, which brings him in contact with a oreat 
many farmers and ranchers, but he is something of a farmer himself 
in hisfown right because, | think, he owns about 15.000 aeres out in 
South Dakota. He has been out there well over half the time that 
the State has been a member of the Union and he is so typical of t 
kind of people that have built up the West. 

He came to this country as an immigrant from Russia and t 
cert inky shows that you can get a lot of eood people in Russia 14 
you can give them the rieht ki id of vovernment. He has a son 
who lives in the second larevest c1t\ there who is a very prominent 
businessman. I think it is wonderful that he has taken the time 
to come down here and give us the ben: fit of his long xperi nee, his 
contact with the actual problems of farmers, not only as a farmer, 
but in contacts with people who need this credit, and as he works with 
them through their business dealings distributing and selling seeds 
und also experimenting with new kinds of seeds. 

L would like to ask Mr. Bober—he may have mentioned this in his 
statement before I came in, and I may have missed it: What is the ad 
vantage of the proposed National Farm Credit Board over the present 
setup of the Governor and the Commissioners in the Farm Credit 
Administration / 
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Mr. Borner. Senator. I want to thank vou for vour fine introduction 

Senator Munpr. It was a rather long-winded speech, but you cel 
tainly deserve it, Mr. Bober 

Mr. Boner. This proposed national 12-man board— 

Senator Munpr. 13) the wav, Mr. Chairman. there was no politics 
In that because Mr. Bober is a Democrat 

The CHatrMan. You never would have known it from his testimot 

Senator Hoey. I knew there was something wood about him. 

Mr. Borer. You get together 12 me from 12 different districts 


r\ 


of this vl 


‘eat country of ours, not only fro: the Cotton Belt ar ad th 

Tobacco Belt and the citrus-growine area, but also from the Corn 
Belt and the livestock-producing sect . und you have a picture of 
agriculture of the United States, from 12 people who have constant 
contact with ever-changing conditions and problems as tiv rise 
in their own area 

Now, then, do) mi folks not see ai al tave over the present se pp? 
We have rood men, mind Vou, a Or | (rove or and € omm ( e] 
but they Sit here 11} Wash riarte fhe ecess: ly lave Toa tail 
istrative officers of this farm credit svstem. and removed fro thie 
scene of the activities, of our acoricultural pursuit housands of 1 es 
away. 

They are well tentione cl tll al thie \ re want Y TO iO Lt oor 
[f vou get 12 me vho are actively engaged in production of crops of 
food, seed, and fiber, and actually hat l] ho the evervaday ror blems 
then vou hatt rally would pick men of vood qualhhed ¢ }) é } 
iriculture e] re fi) ein] ex ‘ t¢ t ¢ 1} ( | 

Senator Ture. How uld you ] them / 

Mr. bi BI Wen a to nomi t¢ el Tl the fhe } Lie 
We elect a recto. tire dis t boa | { N | 
Association will vote for a candidate fhe Production Corporatio 
Association will also vote for a candidate, and so will the cooperatives. 


orassroots. 
Senator THyrr. You have erassroot repre htatio LD the Board 
members now. do vou not / 
> \ r } 1 . 
Mr. Boper. We only elect one on the ast board at = tine 
We elect none on ( Nation i] oe ma i thers no Natior 


Board in existence at this time. Our Federal Land Bank Syste 
managed by Government ippomted « \\ notor he 
lay down the | if th 1c Hist t ( I ks 13) Ving 
a national 12-man part-time poliev-makine Board, you will get the 
actual thinking of the farm industry, and I cannot see much objection 

1 ? j ly} ] ] ; . . ( } 
to suecn Board which 1] Similiar to anv ba . b ara or directors who 


cret togethe once a month to take care of their problems and decide 
policy for their bank managers to follow. 

Senator Toye. Mr. Bober, is the production credit aministra 
tion loaning’ ag Tey able to meet the demands of the producers 
loans at the present time? 

Mr. Be BER. Yes, ull de our conditions n western South Dal ota 
and in the eloehth farm district compris hy lowa, Nebraska. South 
Dakota, and Wyoming, we have had sufficient capital to back our 
farmers and ranchers with production loans. 

Senator Tye. You have had it so that the rancher and the feeder, 
the livestock feeder, has been able to finance himself. so that he hus 

1 


not been forced to sel] the feecler cattle that he has nad Wn h = [of 
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Mr. Bopser. Yes. He may have nothing borrowed from the pro 
duction credit association, or he may have borrowed considerable. 

Senator Tuyr. They are a little different than Bill Brown who is 
feeding 50 or 60 head of steer, That young operator operating on 
credit, feeding 50 or 65 head of steers, is he able to obtain what little 
credit he needs through the production credit loaning agency ? 

Mr. Borer. Every operator who has had a fairly good record of 
performance in the past, good character reference, and sufficient col 
lateral has been taken care of. 

Senator Tuyr. I am asking the question in order to make certain 
that if it is too conservative, we shall be able to in some manner bring 
that to light. I want to be sure that we have cut it for this young 
operator, so that because of a reduction ora drop in the prices of beef 
cattle, he has not been forced to liquidate because he cannot get cred 

Mr. Boper. There are no conditions existing at this time in oui 
district forcing liquidation. 

Senator Tryr. There is not in western South Dakota / 

Mr. Boper. South Dakota, Iowa, Nebraska, and Wyoming—TI am 
making a statement for these States for the majority of cases. ‘There 
may be individual cases where people rel panicky if the read certain 
things in the papers and they listen to the commentators who will! give 
them ideas that things are going from bad to worse, and they get 
panicky and want to liquidate. 

You find those conditions any time. 

Senator Tuyr. In general, you think that these loaning agencies 
through the loaning facilities are making loans that are meeting the 
needs of the ave age small operator ¢ 

Mr. Boper. Yes, I certainly do. I can see that we do because in our 

irea we have the Be lle Fourche irrigation project for the small opera 
tors which vou mentioned, and they are be Ing ti aken care of by the 
Production Credit Administration. 

They are also taken care of sometimes by the Farmers’ Home Ad- 
ministration. That is in certain cases. 

Senator THyr. Would you recommend to Congress that additional 
funds be made available as emergency loans to aid the small opera 
tors? The operators in the feeding of livestock, have been meeting 
an unusual situation in the last 8 or 10 months because of the sharp 
drop in beef prices. 

Mr. Borer. We have disaster areas, of course. You take in our 
State, in western South Dakota particularly, we have a low normal 
precipitation. Last year our folks, some of them, were hailed out, 
and they need individual assistance, but we have the Farmers’ Home 
Administration that takes care of those folks, and we have special 
feed-and-seed loans that are taking care of some of the cases: and I 
don’t think there is any unusual condition existing. 

Senator Tuyr. Thank you. 

The CuarMan. Do you think that it might be advisable to raise 
the limit on the Farmers’ Home Administration loans above the $7,500 
mark which they now have ? 

Mr. Borer. I am not too well acquainted with that. In order to 
be informed on these credit problems, and I wanted to be informed, 
[ asked the Farm Credit Administration to send me some information 
on the extent of their operations, particularly in the four States com- 
prising my Federal farm credit district. 
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Their average loans seemed to be up to $18,000, instead of $7,500. 

The CnarrMan. Can anyone answer that question on the Farmers’ 
Home Administration / 

Mr. Boser. I think Mr. Duggan can answer it. 

Mr. Duagan. I cannot answer for the Farmers’ Home Administra 
tion, I am sorry. 

Mr. Borer. It seems to me the maximum loan was $18,000. 

Mr. Duagan. The Farm Home Administration, I cannot answe1 
quest ions as to that. 

Mr. Bopvrer. I should have brought the information along because 
it kind of surprised me when I saw it. 

Senator Tuyr. Mr. Chairman, could we not have Mr. Kendall o1 
one of the staff call over there and verify it? It appears rather high. 

The CyHairnMan. Yes. that seems too hightome. I believe we raised 
it to $9,000, but no action has ever been t her than 
that. 

Mr. Borer. I know this: The record of repayment has been very 
cood. ! was surprised that the loans of the Farmers’ Home Adm 1 
istration have been more liberal than a good many of the banks and 
vet the record of repayment has been wood. ; 

I am not sure; maybe I misunderstood some of these statements 
that I received from the Farmers’ Home Administration. 

The CHAIRMAN. We were getting off the subject a little bit anyway. 


! 
iken to raise it h 








Senator Tyrer. I realize that. but he came from weste1 Sout! 
Dakota where we could expect that thev would be in a distress area, 
and I was anxious to get his views on the condition existing out ther 
in western Dakota—whether there was ample credit to meet t needs 
because that has been a very grave concer! of ours her recent 
months, when the beef cattle prices dropped, whether that was caus 
ing the liquidation of some young operators with limited credit. 

Mr. Borer. You know, Senator, in our area we had a 5 v slow, 
soaking rain which gave us about 3 inches of moisture, and that has 


changed the nature and thinking of the people just that quick 

ry . . ‘ . z 

Phey are all ent iusiastic, getting a good start Tor the season. 
There are individual eases that mioht he ch mat zed but on the 


whole they ire enthusiastic. 





TT ’ } } ’ — 

The ¢ HAIRMAN, Is there no tendency on the part of the lendine 
agencies, either cooperatives or through the banks, to get seared and 
call loans prematurely? What I have in mind is, do they refuse 
to extend time to a reasonable amount where it is 1 ecessary ¢ 

. 2 > . oa ] 

Mr. Boser. I do not think so. I think banks are a little more 

conservative. Indeed. thev must be with the drop in prices in eattl 
: ‘ I i 

and beef, but not unduly so. 

The limitations on loans from the I mers’ Home Admini 

Production and suit até ‘ ar S1LO.001 

Farm ownershi oe: 77 in ¢ not ¢ tl gy f f 
in the county ! the Secretar f A ltur I i es he 
$10,000 

Water facility loans (made in t 17 W St I ‘ nds ¢ 1 
$100,000 per project Average loan to i s $4,000 

Production isaster loans There is n stat t y Howev } 
the other programs of the Farmers’ Home Administr 7 re sua fir i nder 
those programs in the event of a prod yn disast r tl thro 
disaster loans 

\ borrower may receive up to the limit under each type of loan Thus in ar State 
other than the 17 Western States, the overall a rage limitatior ld he £°0 000 } 16 
a borrower receiving a produetion and subsistence loan or a far whership loon woul 
ordinarily not be given a production disaster loar In sor States the total itatior 
then could be as low as $18,000 because of the limitation placed on farm ownership loans 
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The CuarrmMan. Senator Mundt. 

Senator Munpr. In other words, you do not get many complaints 
from your friends and neighbors and customers about an inability 
to get the necessary credit that they have to have? 

Mr. Boner. No; the good operators are being backed up. How 
ever, if a man requested extra money to get a new tractor, 1f he had 
an old tractor that would do, he may not get it; but they are getting 
along fairly well. 

It does not mean, and we do not want to paint a rosy picture to you 
gentlemen and tell you that the folks in the country are satisfied. 
They are not 100 percent satisfied with the condition. 

They do not like the idea of their prices going down and the prices 
the y have to pay for goods and services sti Ling up. 

Senator Tuyr. That is on the old inflationary level. The whole 
operating expense- whether it is machinery, labor, or pertalane or 


everything is up on inflationary levels; and, of course, the prices he 
receives are down. Therefore, his pure hasing power is squeeze d. 

Mr. Boner. His purchasing power is down and some of the fellows 
feel this price squeeze. ‘They are not satisfied with that. 


Senator Tiyr. That is what led me to ask you this question. I 
was certain that you must know it out there in the western regions. 
There is good reason for us to have this information because we have 
been worried about that situation. 

Mr. Boner. I wanted to know more about that, too; so 2 days before 
I came in here, I talked to Herb Clarkson. You know he owns some 
eight banks in the area of North Dakota, South Dakota, and Montana: 
and I asked him the same question about conditions where he operates. 

He said that a good operator has no cause for concern, that the 
grass is coming up, and there is plenty of food. We had a mild winter. 
We carried over a little more feed than we thought we would, and we 
are not in bad condition. 

Senator Tuyr. That is good. 

The CHarrMaAn. Senator Mundt. 

Senator Mt NDT. This particular area extends into lowa: does it 
not ¢ 

Mr. Boner. In the farm-credit district: yes. 

Senator Mt NDT. Dos S it include part of lowa or all of lown? 

Mr. Boper. All of Towa. 

Senator Munpr. Do you get any reports from that general area 
where there are more feeders and fewer producers, that their situation 
may be more critical than that of the fellows out on the food-producing 
territories ? 

Mr. Boper. I think you are right, that the feeder has just complaint. 
He had to pay more for feeders in the spring, and he is losing’ some 
of the gains that he has accumulated in the last 10 or 12 years. 

That is legitimate cause for complaint. 

Senator Mtnpr. Have you any reports that he might need some 
additional credit ? 

Mr. Borer. I sat in with the directors of the Federal land bank 
about 4 or 5 weeks ago and the reports were in from the fieldmen 
who reported that there is a dissatisfaction, naturally, with the low 
priced beef cattle, but there is no suggestion that—— 

Senator Tryr. The price on beef cattle has firmed un recently. 
Psychologically, fear is out of the market. It is actually firming up. 
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Mr. Boner. I think this psychological fear has a lot to do with 
scaring a good many of the farmers more than conditions actually 
warrant. 

The CHarrman. Are there any further questions? 

(There was no response. ) 

If not, we thank you, Mr. Bober, for being with us this morning. 
We will now hear from Mr. J. D. Anderson, chairman, Production 
Credit Association’s national advisory committee, of Morgantown, 


W. Va. 


STATEMENT OF J. D. ANDERSON, CHAIRMAN, PRODUCTION CREDIT 
ASSOCIATIGNS’ NATIONAL ADVISORY COMMITTEE, MORGAN- 
TOWN, W. VA. 


Mir. ANprerRson. Mr. Chairman and embers of the committee, | 


ank you Tor the ¢ pportunity of appea Y before you this morning. 


My hame Is a ED. \y ders il. | am chairman of the national advis 


ory committee of prod ction credit assoclatio : whi Is Inade up ol 
representatives elected bv the prod | credit association of ¢ 
of the 12 farm credit districts. | m also president i the C lat Diure 
PCA-NFLA of West Virginia and was one of the original PCA 
directo. of that assoc ition and helped orga Ze it. | operate : dairy 
farm near Morgantown, W. Va., and am a stock olde l “ll d \ e 
president ot the Sanitary Milk & Ice Cream Co. of M wa . 

Mr. Chairman, there are a good many members of 1 national 
visor conimittee here, a d if the OmMnpiitbee we ild care to, | WoO ild 
like to present some other memibe of the committee who are here. 

‘The CHAIRMAN. We would be ve \ vlad O eel Vi Iriehas on the 
national committee. 

Mir. ANDERSON. If the members of our national committee will stand 
as to districts, start with number and name the bank vou represent, 


please. We will just go down the line. 
Mr. Newron. Lam Park Newton, from Vermont, district 1. 


ti 
Senator THyr. Would it be well if we had the district and the num 

e ‘ ] ] ] ] 4 7 4 4 | ; 
ber of States involved in t cauistrict 4 i HK I iw might vive a be e} 


veographical pieture 

The CHAIRMAN. Will you please tel! ii States you 
district, please. 

Mr. Newton. I am Park Newton of St. Alban, Vt. I represent the 
New England State : Maine, Vermont, Connect it, New Ham 
Massachusetts, Rhode Island, and also New Jersey and New Yorl 
Mr. Anprekson. District No. 2. Lam J. D. Anderson of Morga 


town, W. Va. I represent Pennsylvania, West Virginia, Virginia, 
Delaware, and Marylai ad, aia the Isla a Of Pu rto Ri 0. 

District No. 3. 

Mr. Wooprurr. I am W. E. Woodruff, Nashville, N. C., represent 
ing North Carolina, South Carolina, Ge« 

Mr. AnpreRSON. District No. 4. 

Mr. Lacey. Iam W. E. Lacey from He pk nsville, Ky., represent 
Ohio, Indiana, Kentucky, and Tennessee. 

Mr. AnperRson. District No. 5. 

Mr. Swoorr. | am Walter A. Swoope of New Orleans, La.., repre 
senting Alabama, M SSISSIpp], and Louisiana. 


Mr. ANpERSON. No. 6. 


rogia, and Florida. 


‘ 
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Mr. Rrrrer. I am L.'V. Ritter, of Marked Pree, Ark., representing 
Arkansas, Missouri, and [llinois. 

Mr. Anverson. No. 7 

Mr. Scuroeper. I am Guido Schroeder, West Bend, Wis., represent 
ing the seventh district, which is North Dakota, Minnesota, Wiscon- 
sin, and Michigan. 

Mr. Anperson. No. 8. 

Mr. Youncciar. | am William Youngclaf, Webster City, Lowa, 
representing Lowa, Nebraska, South Dakota, and Wyoming. 

Mr. ANDERSON. No. 9. 

Mr. Corterr. I am George M. Corlett of Monte Vista, Colo., rep- 
resenting Kansas, Okl: thoma, New Mexico, and Colorado. 

Mr. ANDERSON. No. 10. 

Mr. Marriews. Lam C. H. Matthews, Eagle Lake, Tex., represent- 
ing the 10th district, Tex. 

Mr. Anperson. No. 11. 

Mr. Harris. I am Glen R. Harris of Richdale, Calif., representing 
the Berkeley District. I live in California. I represent the States 
of California, Arizona, Utah, and Nevada. 

Mr. Anperson. No. 12. 

Mr. Arnorp. I am Jack Arnold, of Birney, Mont., representing 
Montana, Idaho, Oregon, and Washington. 

The Cnatrman. I wish that the committee could always get a 
quorum as complete as you do, Mr. Anderson. Incidentally, I would 
hike to ask Park Newton how their credit association stands in regard 
to repayment of Government capital with particular reference to the 
ones in Vermont. 

Mr. Newton. I am very happy to say, Senator, that the Vermont 
association capital is fully paid to the production association. 

The CuatrmMan. What was that? 


Mr. Newton. I am very happy to say, Senator, that the Vermont 
association capital is fully paid to the production association. 
The Cuamman. I wanted you to say that again. I am interested in 


that because I am one OF the organizers of the first one in Vermont. 

Mr. Anverson. I would like to say that every member of our execu 
tive committee except one has approved this statement I am about to 
offe 

This legislation is not being proposed only by the national PCA 
committee, but a majority of the directors of the 500 production credit 
associations and a majority of the 470,000 members of the production 
credit associations have approved this legislation. 

Our committee is anxious to see Congress declare a definite policy 
that farmers are to own and operate their own credit system with 
the very minimum of burden to the nepegens Section 2 of the pro 
posed Farm Credit Act of 1953, H. R. 4353 and S. 1505, directs that 
the new Federal Farm Credit Board shall, within 1 year, recommend 
legislation that will in time achieve full farmer ownership of all units 
of the system, along with the controls that properly go with ownership. 

Our stockholders will be glad to have the opportunity of con- 
sidering some plan for the complete farmer ownership of the whole 
system. Present laws do not permit farmers to purchase some of the 
units, such as the Federal intermediate credit banks and production 
credit corporations. 
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The Federal intermediate credit banks and the corporations were 
set up by Congress in haste in 1923 and 1933, respectively, to meet 
certain emergencies. It was impracticable for various reasons to try 
immediately to raise the needed capital among farmers, so it was put 
up 100 percent out of the United States Treasury. 

Naturally, no one knew at the time how much demand there would 
be for this type of credit. The experience of the past 20 years has 
demonstrated beyond a question of a doubt that farmers are tre- 
mendously interested. Their experience, for instance, in raising their 
own capital 1 n production credit associations indicates they can - 
the job and in time should be able to buy the Government’s stock 1 
the Federal intermediate credit banks and production credit corpora- 
tions. 

The Af need encouragement to undert: ake this job and the *y need the 
necessary legal authority. On December 31, 1934, farmers had $4.- 
222,000 in capital and surplus in the production credit associations 
over the country and the United States Government had $90,086,450 
of capital stock in them, while on December 31, 1952, the farmers had 
$170,857,010 capital and surplus in the associations and the Govern- 
ment had only $7,595,890 in capital stoc k. 

We think the } yrovision in this bill creating a 12-man Federal Farm 
Credit Board > a real step forward. This will bring supervision 
much closer to the banks, corporations, and asociations being super- 
vised. 

Members of this Board must not only come from all parts of the 
country, but they must remain as residents of the 12 districts. They 
will of necessity have to continue to get fresh viewpoints by coming 
back home. 

The ‘Vv cannot become permanent fixtures at the Capital. Each man 
on the Board gets the position by having been nominated by farmer- 
rancher stockholders of the local associations. His motive for serv 
ing on the Board cannot be for the salary involved, because the 
position doesn’t pay a salary. He cannot make a life vocation of it 
because his term is limited to 6 years. We have confidence that such 
a board would put service to agriculture and the soundness of this 
credit system first in all its decisions. 

We call your special attention to the fact section 3 specifies that the 
Federal Farm Credit Board is to act in an independent capacity. It 
is to have the— 

* * * direction, supervision, and control of the Farm Credit Administration and 
of its operations and functions. * * * 

This provision is extremely important in the future operation of 
our credit system. 

It means that the Federal Farm Credit Board through the Governor 
will be at libe Tly at all times to se ‘lect its own personn el and maint: Ln 
its own independent personnel department. To illustrate further, 
it means that the Board through the Governor will e ee — control 
its own legal staff and handle its own budgetary, fiseal. and financial 
transactions. 

We are pleased also with the provision under section 6 authorizing 
and requesting the Federal Farm Credit Board to make recommenda- 
tions to Congress for any remedial legilsation that m: iy be needed from 
time to time. 
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We are confident that this Board with its close contact with the 
banks, corporations, and associations over the country will be in a most 
excellent posit ion to keep Congress advised of the needs and progress 
of this farmers’ credit system. 
Another major feature of the bill is contained in section 15 which 
provides for the election of more directors on the 12 district farm 
credit boards by the farmer stockholders. As it stands now, the 
Governor of the Farm Credit Administration actually appoints a ma 
jority of the members of each of these boards, in spite of the fact the 
farmers now have a large percent of the total investment in the 
system. 
As we figure it, there is now close to $1 billion of capital, surplus, 
and reserves in this farmers’ credit system and the farmers own 
approximatley 70 percent of it. 
The table below gives the actual figures as they stood at the end of 
1951. You will notice that farmers owned only about 20 percent of : 
this capital structure in 1934. It is only justice and good sense for 
farmer stockholders to elect more of the directors as their ownership 
increases. Section 15 provides that each of the three electing groups 
of associations will elect an additional director when they own more " 
than two-thirds of the capital structure of their respective groups. 
The table, Mr. Chairman, now appears here, and I would like to have 
that entered in the record. 
The Cuairman. I think that we can just insert the table at this point 


Investments in the farm credit sustem 


1 I D 1, 1951 
i I ( ent Fa I 
I — tal. sur i : 
} i | } 1 

I mes ; t l 

; reserve i . 1 1 
| land nk j 

i rm loa 

: tio } $12 8 8 893 $292 AG, € s S s( 
Fe t I 
cr i mi, 8 0 : s 08, 0 
Pr i ( 

+4. 4 15 S ) 13, 82 
Pr ( 
( 1.2 t nt 5 7 ( 7 
B ‘ 4,139 O00, OOK 7 { O00 QR ¢ 2 

I ) 2 ) ) 8 
I ‘ N | } ral ter 
( r i ful W 
even though the Gove t contributed to it ‘ ° 


Mr. Anperson. Thank you. 
There is one other important section in the bill which vitally af 
iects production credit associations, and that is the provision im see 


tion 16 for the issuance and sale of class C capital stock by production 7 - 
credit associations. 
Th SIs to be i sper it pre ference stock which pays Interest or d V1 
dends. In ans extreme ana l« hg drawn out emerge! cy we would hope 
that an association may get relief through the sale of some of this 
stock to the Government. 
' 


—— 
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We would expect the owne rship of such stock by the Government 
to be on a very temporary basis. No doubt the necessity for paying 
interest on this money will hasten the retirement of the stock. 

Present laws permit the Government to invest in non-interest 
be aring stock ot production credit associations, but we » pre fer to pay 
the Government for the use of any emergency capital we may require. 

We are convinced that if we pay our way we will have a better 
chance of operating these credit organizations in a manner -that will 
Lest serve the interests of American farmers age ranchers. 

The Cuairman. Thank you, Mr. Anderson. 

Are there any que stions ¢ 

Senator Hoey. I notice that in 1934 the total capital stock of all 
these companies was something over $600 million, and now it is some 
thing over $900 million. Has that been a estas increase ¢ 

Mr. Anperson. It has been a gradual increase all the way from the 
start, 

Senator Hory. Of course, as you indicated, the farmer ownership 
of it now is over $600 million as : gainst the Government of someth Ing 
over $300 million. 

Mr ANpbeERSON. That is true, Senator. In the beginning, as we all 
realize, the Government owned all the capital stock, and as the farmers 
and ranchers have purchased stock in the association it has gradually 
changed. 

The Cnairman. As I recall, the Government put $100,000 into each 
production credit association to get them underway. 

Mr. Anperson. In each district 

The Cnairman. That was a uniform amount, I think, of the Gov 
ernment investment. 

Mr. Anprerson. Yes, sil 

The Cuamman. Are there any further questions ? 

( 7 he ‘re Was ho response. ) 

[ft not, we will proceed to the next withess 

There is one witness we ho} e to hear this morning who is not o1 the 
list that you have before vou. That s Mr. Corlett. from Colorado, 
whom Senator Millikin asked be given an opportunity to testify this 
morning, if possible. 

Mr. Bober, I understand that you have your directors here from 
your organization, the National Farm Loan Associations Advisory 
Committee. We would be glad to have each of them stand up and 
make himself known. 

Mr. Boner. I forgot to ask this while I was on the witness stand. 
The members from our various districts are here. Will they please 
make themselves known and give the districts they represent. We will 
first ask No. 1 farm district from Springfield. 

Mr. Dumonp. I am Chet Dumond from the Hudson Valley in New 
York State. I represent the New England States, New York, and 
New Jersey. 

Mr. Boner. The Baltimore district 

Mr. Hoke. Iam S. L. Hoke of the Baltimore district. That is No. 
2, representing five States; that is, West Virginia, Virginia, Mary 
land, Delaware, and Pennsylvania. I only live 60 miles out. 

Mr. Evwarps. I am Marshall Edwards from Barberville, Fla. | 
‘epresent the third district, which 1s coi iposed of the States of North 
Carolina, South Carolina, Georgia, Florida. 
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Mr. Boyn. I am B. J. Boyd, and I represent Indiana and Ohio 
north of the river, Kentucky and Tennessee south of the river. 

Mr. Borer. New Orleans. 

Mr. Stone. J. P. Stone, Gulfport, Miss., representing Louisiana, 
Alabama, and Mississippi. 

Mr. Borer. St. Louis. 

Mr. Stoanr. Eugene Sloane, Willsboro, Ark., representing the 
sixth district, which is linois, Missouri, and Arkansas. 

Mr. Borer. St. Paul. 

Mr. Livermore. Glenn C. Livermore of Michigan, Wisconsin, Min- 
nesota, North Dakota. 

Mr. Boner. I represent the eighth district, which I have explained 
before. We have the representative of Texas. 

Mr. Forprram, I am William M. Fordtram representing the State 
of Texas. 

Mr. Boser. And Berkeley district ? 

Mr. 'Tuomrson. I am Harold M. Thompson of Ogden, Utah, repre- 
senting California, Nevada, Utah, and Arizona. 

Mr. Bopser. Spokane. 

Mr. Fisner. Eugene Fisher from Oakland, Oreg., representing 
Spokane district, Washington, Oregon, Idaho, and Montana. 

Mr. Boner. I think this completes the 12 Federal farm credit dis- 
tricts that are represented from this National Farm Loan Association 
Advisory Committee. We wish that Mr. Sanford could have been 
here. 

The CuarrMan. We will be very glad, Mr. Bober, and Mr. Ander- 
son, to have the record show that your directors with a single excep 
tion were here this morning and if they should find it useful when 
this is printed because that is proof to their wives and interested 
members that they actually attended this meeting. 

It is a very good alibi. the best you could possibly have. 

Mr. Anperson. Mr. Chairman, I would just like to make one re 
mark. We not only have the members of the comm‘ttee but we also 
have a good many directors from a good many of the States. 

The CuatrmMan. I do not know how far we want to go with this 
alibi thing. If anybody who is here thinks he is lable to be ques 
tioned when he gets home. he can see the clerk after the hearing. 

Mr. Charles C. Thompson, chairman of the National Farm Credit 
Board of Houston is our next witness this morning. We are glad 
to have you with us this morning, Mr. Thompson, and we are also 
glad to hear what you have to say about the proposed legislation. 


STATEMENT OF CHARLES C. THOMPSON, CHAIRMAN, DISTRICT 
FARM CREDIT BOARD OF HOUSTON, COLORADO CITY, TEX. 


Mr. Toomrson. Thank you,sir. I appreciate the privilege of being 
asked to testify. I am in somewhat of a different situation to the 
two previous gentlemen who were chairmen of their committees in 
that I am not authorized to speak for the 10 districts that is the 
Farm Credit Board. 

We have had various meetings and everybody concerned in our 
farm credit districts cannot seem to get together along with vou 
gventlemen. 



























At the time I was advised of the heat nye, Id spatched a letter to 


each member of our national committee, 1 for each of the 12 districts. 


Some of those gentlemen are here today, but in view i that explana- 
tion, my statement, of course, WW ( | e restricted to the tio { 1 als- 
trict, and I have a statement which 1 wo ce to prese 


My name is Charles C. Thom la om Colorado 4 LY, lex. 


I am a Member « the Colorado National F Loan Association: a 
member of its board of iirectors: and Ve ee Lord dist! t director 
on the Farm Credit Board of Houston since January 1943. 

I am now the chairman of that boat 

There is strong support for this leg tion in our farm credit d 
trict. Lo test tho ugh v the ! ( We cently ( illed 1 meeting 
to which the leaders of the nati ul Tar) O% issoc1ations, proauc- 
tion eredit SOK tions. and Tar Yr COON. f es ere In : : 

At th ; Meeting’ the leg s1aT1O vas take! up in deta l. There 
Was unanimous agreement to support thi ll as written although 
It was agreed t! Somme g7estiol I minor amendments would 
be presented at this hearing. ‘The interest of « people in the various 
sections ot the propos ) 1] » ) t ed { 

section 4%: Certall ly ( 1p } ntal so. a oft the 
statement as set out the deca tio ( OLICY We pelleve 1n 1n- 
creased borre rr participati I is t, co 4, and tl- 
miate OV I D t] oopera ( redit len« o I ons 
We are part bAriy pre ed { \ ile S leg ( 
whi h direct th farm credit board ) Prop 1eO il aes nea 
to vccomp] h these g 

We CONSTrUE th to ipply ] It to eo oO ' cn | Y | 
eall fe ie tra fer of ¢ l Ip I operat eT ! I KS 
and ce rporatiol trom e Gove ¢ o the Tarm s and tarm 
ASSOCIAL tis ¢ f country 

Section 6 \\ ile go l lly { ilrmel md r district ive been 
Init ested tH ee Or Tire i m ¢ } { tion re oved trom 
ng were ti the yp Ol it tie | I is su i 7 
il stac ( 

Heretotfor V have ins ( { Lt al Cre t Adi if n. 
the supervisory body, be remove i the Dey ti if Agri- 
cuiture In uch as l ropo ( t! ¢ tol ) | 
appear to give, for | ti ( } Luton for 
{ uULDOrIth Oo lite Live B wd e Depart ( LOT cul- 
ture, we Tavol reat Ol He { 

Section 4 We Tave { { 1] O] Ita m (4 Ti rd 

. : The memb ( ich pol l e board L ive ‘ 
visory body a frass-root touch al | rhe ; or reasol ibl | rable 
*4] ] 
Supervision Of the Gistrict bal and corporations. 
Section 5 We favor the pi ) Ving 1 » vover! of the Farm 


' 1: . . . 
; . Credit Administration an appointed officer who \ at the 
pleasure of the | 

tion appre ar desirable, 


section 6: Sets out responsi! tiec of { » Boar - wa ; ved 


soard. ‘The supporting subchapters under 


unanimously. 

Section 7: Provides for the abol hing yy; COMMISS ONe! ’ othees ind 
for the transfer of funds. This is needed legislation and was not 
questioned. 
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Section 8: Authorizes the Farm Credit Administration to delegate 
further duties to the land bank and to the production credit corpora- 
tions. Actually it would appear that this portion of the legislation 
is cumulative because the Farm Credit Administration would now 
have the authority to delegate such responsibilities. 

Inasmuch as the section is more or less meaningless, we think it 
could easily be deleted from the bill and more specific authorities 
brought into the bill which the Farm Credit Board will need to bring 
before Congress within the 1 year period. 

Section 9: We think it is well to have the Division of Cooperative 
Marketing transferred to the Department of Agriculture. 

Sections 10, 11, 12, and 18: It is the feeling on the part of our 
group that section 10 should be deleted from the bill. 


There was objection to this section of the bill on the part of the 


leaders of cooperative associations who are stockholders of the bank 


for cooperatives. The farmers represented declared that this matter 
of paying for the cost of money or being subj ct. 10 a franchise tax 
should be deferred until legislation had been brought before Congress 
which would make provis on for the complete ownhe rship of these 
district cooperative banks, the point being that at the pre ent time 
the banks would be penalized for not buying out the Government’s 
nvestment when no provision has been made to allow them to liqui- 
date the Government’s interest. 

We are in accord with tl 
supports the legislation, it would much prefer to see this portion 


. - é . : a ] > 
11S point of view, and, while the group 


leleted, and our people believe such a request is sound and justified. 
Chis is particularly true of farmers who are part owners of the bank 
for cooperatives but have no provision for buying it. 


All of those in our meeting had the feeling that the matter of pay 


1” franchise tax or the cost of mone) should be deferred until the 
Federal Farm Credit Board bring the bill betore Conere se with nh 
the next year prov ling for the acquirement by farmers and farm 





ks and corpora 
Tions. Then and only then will the matter of paying the franchize 


: . ; 
tax or the cost of money | e timely. 


associations of the ownership of the farm credit bar 





Sections 14, 15, and 16: These sections call for the manner in which 
district farm credit directors shall be elected. Weare heartily in ae 
cord with a principle so well established in American business that 
with the ownership of the institutions would CO the authority to name 
the directors. 
Sections 17, 18, 19, and 20: The provisions set out in these section 
to be nec sssary for the proper enactment of this legislation, and 
e assume that it 1s done properly and legally. 
We believe this legislation is good for the farmers: it offers amend 
ments which are proper and provides the means for bringing about 
legislation at a later time which will improve and refine the Farm 
Credit Act. We hope the legislation will be recommended favorably 
by this committee and passed by both houses of Congress at this ses 
S1OT} 
The Cuatrman. Thank you, Mr. Thompson. I am sure that what 
you have said will be of use to the members of the committee. <As J 
stated at the opening of this hearing, we expect that some amendments 
will be proposed to this bill, some coming from the Department of 
Agriculture itself, and others from other people. 
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We are glad to get your views. 

Mr. THompson. May I make one other comment briefly ? 

The CHairman. Y¢ 

Mr. Thompson. That comment our objection to the fra se 
tax at this time. I am sure that vo e well a of the ict tha 
the banks fo CcoOope ratives are 1) 1 dite! t situation from mo oO! 
the other units of the farm credit svstem be ise we Go hot evel have 
the authority to issue debentures at t ti and borrow our OW 
money. 

That is what we are hitting it. Thank you, sir. 


Phe Cramuan. Thank you. 


STATEMENT FILED BY Roy B. Davis, GENER MIANAGER, PLAINS Cov tATI O1 


My name is Ray B. Davis [ am gener anager of Plains Cooperative Oi 





r Mill, Ine., in Lubbeel i I alse mi the ¢ ( tive elected 1 er of the 
Farm Credit Board of Houston and a director of the Texas Federation of Co 
operatives. 

The farmer cooperat < of Texas are fam r with this legislation We 
believe that it should be passed 

In general, this bill embodies principle h r people long have supported 
These are: 

(1) A Fa Credi Admini ition wi ( inction of “supervising” as 
opposed to “operating the coopera l cre I nKkS and corpo! s 
We believe that this goal will be attained under a Federal part-time | 
nominated and appointed as provided in is bi 

(2 An arrangen ereb ! . ! cipatir b farm groups in 
ownership of the farm credit banks ar corp ms be rewarded 
corresponding inc! he contro I insti is by the ywnel 

(3) And perha his is ost mortal \ ndate by the Congress to the 
newly created Federal Board to propose legislat hich w ( urage 
facilitate increased bori er particip nh management, control and i te 
ownership of the fat credit bank d on 

We envisage if this g ‘ ‘ t and avere e | 
under the leadership of the newly created Fede1 Boar and the Governor 
appointed by it, leading first to t il t he Congress of the leg tion 
necessary to the accomplishment of these Ni second if the Congress 
passes such les \ . to the development ; l exe tion of prog le i 
to as early a retire as p ble of e Govel : estments ese 
institutions 

Il have said that our Texas cooperatives suy rt this legislation. Our coop 
ative people feel, however, that there is one as f this b hicl 1 | f 
the careful considerat I the ¢ l SS ¢ t el la 
of the provision of the Which impo inchise tax on the cooperative 
banks, effective immediately upon the ] : f this law 

We believe that determining the question of pa nt by the cooperative banks 
to the Governinent of a charge for tl ise of Government é Ss pre n 
this bi 

We are of the o on that the pria e for sé g tl s I 

. r is in legislation authorizing the coope \ . ns <¢ his cour t 
quire the Govern! nts nite s thie 

This committee Is aware, I am = re, th { Lie Fil i eis iti¢ al 
the cooperative banks h een in existen 40 years, and during a 
time the cooperatives | t een prevented | the w fro Leg ! ! 

- : * ship of their banks \ l esult of this nd this one, the cor peratives I \ 
made little or no p O2TeSS TO rad: juirin this rie hip 


Now, with this legislation continuing ft » in force, we come along with tl 
bill. which say in effect: (1 When the Ope! ives own 6 perce! 
capital and sur ti t 
' the Farm Cr 

cooperative banks must pay a franchise tax or interest on Government mone 


d: and (2) so long as the have Government inital, the 





This bill thus holds out to the ooperatives great advantages to be det a on 
purchasing their bank, yet the means for this purchase are not ava ble under 


laws and are not granted in this legisla ! 


existing 
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We thus believe that the matter of payment of franchise taxes or interest 
should be accompanied by appropriate legislation authorizing the cooperatives to 
acquire the banks. We are hopeful that such legislation will be passed by the 
Congress within the very near future. 

The Cuatrman. I have a note from Senator Millikin in which he 
asks that Mr. George M. Corlett, chairman of the Production Credit 
(Associations Advisory Committee of Colorado, Kansas, Oklahoma, 
and New Mexico be pe rmitted to testify this morning. 

I presume Mi <8 lett has to vet back to his district, and we are § 


olad 
to accommodate witnesses as far as we can in that respect. We 
will be glad to hear you, Mr. Corlett. You have no prepared state 
ment ¢ 

Mr. Corterr. No, sir, I have no prepared statement, and I am not 
going to take very much time, sir. 

The CuarrMan. We appreciate that, too. 


STATEMENT OF GEORGE M. CORLETT, CHAIRMAN, PRODUCTION 
CREDIT ASSOCIATIONS ADVISORY COMMITTEE OF COLORADO, 
CANSAS, OKLAHOMA, AND NEW MEXICO, MONTE VISTA, COLO. 


Mr. Coruerr. I am the one that is out of step on this national com 
mittee that Mr. Anderson mentioned. I am not speaking for the 
national committee. I am speaking for the membership in our ninth 
Federal farm credit district insofar as the production credit associa- 
tion is concerned. 

Each State had an annual meeting of their membership and they 
voted against this legislation and instructed us to register that objec- 
tion. I could take about 3 minutes and tell you why. 

The Cratrman. Yes; I think it is important that we know why. 

Mr. Corterr. Yes, sir. The prime reason is that they would like to 
see this streamlined rather than increased here in Washington, and 
they feel that if they select this 12-man board, that while the expense 
will be nominal—to start with, the Government will bear it—in 10 
years it will be a full-fledged bureau, and the memebrs will be expected 
to pic k up the check, as I think they should be. 

That is the prime objection. There are three other matters that 
would make this palatable tous. For instance, if there were arrange- 


) 


ments made whereby the representation on this 12-man committe 
would be allocated to the different farm credit organizations: for 
hy, but I 
im not going to—we cannot control the farm credit by remote con 
trol. 

The Federal land bank, of course, with their longtime 33-year loan 


can and the banks for coope ‘atives that make large loans to the co 


instance, production credit—I could go on and explain w 


operatives, but with the production credit we have to have super 
vision and consideration on the grounds. 

We have to have a certain amount of local organization. You gen 
tlemen tried it with the War Finance Construction and the RACC. 
Mr. Hoover tried through the RFC loans to private corporations 
and came closer to it before the 1933 act during the period of 1931 
and 1932 when everything had gone to pot. 

That was abandoned, and you tried the war finance and the RACC, 
which were original, and they were not close enoue 
situation. Then finally you, Congress, hit on the i 


h to handle the 
lea of this 1933 
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ad 
ed 
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act of haa lling short-ter credait, al t | work Wi \ made 
wonderful 
In the 


a U 
IS 





te 
b. ONLY, i say, we V muld be ola ti ( { | t 
fi augmented IL thi tics a le 
ba ' 
ig Phe Cuarmman. No, I ( au ed not 
be OT the tee have qu I do hen! 
é any Way. 
I do think for one that very t we get a 
e ohiectic : nNosal ell a ‘ y 
Oo 
It beca e out ot tne fT O e of e |) i} e t 
lpr e ¢ I] tua iV) tla 7 
5 Mi ( RL I ( Se Uy ( ] i 
i that is these dist ( { vested HH 
k ever, we We ( of our > tes | e ¢ t ame ol 
: business be disfranchised under that tuati nd the 
¥ 4 uld be 1) ce I by sst \ i ie 
; oO! the {ist} t boa dow would ke t 
; Phe Cramwan. I know you hi r. Morse’s te v 
' ne,and he} tt out that one of t Lng ‘ ( ed by 
Department and Bureau of t Bude the} of 
na ay poll ne a mber of the Fed il Be cl. 
Mi ‘ RLET'I Thanl you. 
he ( HAIRMAN Lh biattel \ not ) }D ( } 
hastily liehtly be e it is a ver nportant proposal 1 
being made here. I think that most of y undoubtedly 
the ultimate objective of this props 
lt IS an matter of simply aey ing the best ways md me Ol 
complishing that objective. 
Mr. Corterr. Yes, sir. 
The Cratmman. Thank you. The committee has 9 witnesse ed 
led tentatively for tomorro ind there are already some I yes 
Theref re, ] will not attempt to say Vhno W 1] D 1} re tomorrow eX 
cept that there will be representat es oO ra 1 orga LX , 
have indica da cde re to | here i] other \ SI tre ts) 
credit organizations 
There do not seem to be any more witnesse today, » we will ( 
until tomorrow m ring at 10 o'clock. We will try to b 1) 
promptly as possible In orde} to hear all 9 y tnesses, if the tt 
be heard. 
(Whereupon, at 11:40 a. m., the committee adjourned until mM.. 


Tuesday. May 12. 1953. ) 
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TUESDAY, MAY 12, 1953 


Untrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
' Washington, dD. C. 

The committee met, pursuant to call, at 10:05 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken, 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Thye, Williams, Schoeppel, 
Ellender, and Holland. 

The CHAIRMAN. The committee will come to order. We are con 
tinuing the hearings on S. 1505. The Chair would like to say that 
the committee has received something like 40 communications from 
farm credit agencies scattered aro | the count support of the 


bill. 


{ have on hand th morning a letter from M. J. Burke, president of 
the W VoInINgG Production Credit A autlol iddressed to e He I 
able Lester C. Hunt, Senator from Wvoming, suggesting amendme S 
to the bill. Tha | be inserted in the 1¢ Wi Il not put all 
the ¢ ‘ ¢ 1 } ? re ( ‘ eT ne } rt } l 
bout : inane d waa hat 4 ; ld} ] 1] +] 
About SOME them that indicates that they woud be Valuable in there 


rhis letter to Senator Hunt contains specific recommendations relat- 
ing primarily to the election of the boa 


rim ; 
(The above-mentioned letter is as follows:) 


i l? CREDIT ASSOCIATI 
Casper, Wyo ipril 28, 1953 
Hon. Lesrer C. Ht 
Senate Office I iding 
shi et a 

My Drar Senator: There | been introduced in both Houses of Congress 
proposed legislation that mater ly affect the production credit corporations 
and production credit associations as a part of the Farm Credit Administration 
The bills referred to, designated as H. R. 458 luced in the House by Repre 
sentative Hope or areh 31, 1953, and 8S. 1505 introduced in the Senate by Sen- 
ator Aiken on March 30, 1953, appear to be identical in every respect, other than 
it is possible that the Senate bill anticipates the Farm Cred Administratior 
will be established as an independent agency of the Federal Government 

Our association has given much thought and consideration to the contents 
of these bills, and we are convinced i 1k there IS any PoOssip y 0 
becoming law, the following proposed amendments should be made to the bills: 

Section 4 (a), Federal Farm Credit Board, should be amended to provide 
as follows: 

“Provided, That at no time and under no conditions shall there be in office 
less than 3 or more than 5 members of said Board 0 are serving by nomination 
of any one of the groups aforesaid (national farm loan association | n 
credit associations, and cooperatives who are stockholders or subscribers to the 
guaranty fund of the regional bank for cooperatives of the district) 
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It is only by virtue of such an amendment to this particular section that the 
units of the Farm Credit Administration could expect fair and equitable rep 
resentation of this Board 

Section 4 (c), Federal Farm Credit Board, should be amended to provide that 


F 
before any one State in any farm credit district shall provide the appointed 


member to said Board for a second full term of 6 years, each State in that 
ular farm credit district shall have previously provided an appointed 
member of said Board. Such amendment would provide ultimate representa 
t on the Board for each of the States in any one farm credit district. 
Section 15 (c) should be amended to provide as follows: 
ind providing further, That each State in each district shall be represented 
> j : 1 


on the district board by at least 1 and not more than 3 directors (exception, dis 
tric No. 1 and No. 10) 


It our earnest wish and desire that you give consideration to the matters 
we herein call to your attention, for we believe it needless to extol the merits 
the Farm Credit Administration and all units operating thereunder. For this 
eason, any changes in the present Farm Credit Act which would not be for 


the best interests of the units of the Farm Credit Administration would of neces 
sity create a hardship on farmers, ranchers, and cooperatives, who are the only 
eligible borrowers from the units of the Farm Credit Administration 

It is our understanding that hearings will be held on these bills May 11, 12, 
and 13, and as the sole and only production credit association in our State of 


Vyoming, we solicit you earnest efforts toward the end that our proposed amend 


ments to these bills receive favorable consideration, and that legislation that 
would appear to be adverse to the best interests of borrowers of production credit 
associations be carefully considered before reported out of the committees. 
Sincerely, 
M. J. Burke, President. 
The (CHAIRMAN. The first VW itness this morning is Herschel D, Ne W 
som, master of the National Grange. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE 


Mr. Newsom. May I ask that Mr. Hedgepeth, counsel for our joint 
committee come forward with me? 

The CuairmMan. Any of your assistants you wish to bring with you 
are welcome, and will you please speak loudly enough for the people 
in back of the room to hear. 

Mr. Newsom. I should lke to explain, Mr. Chairman and Senator, 
that I have prepared a general statement here and perhaps I would 
do well to read. It might conserve your time and ours to read it, and 
then we are asking that Mr. Hedgepeth’s statement, a detailed analysis, 
section by section, be filed and that since he has served over a period of 
time as the legal counsel for our joint farm credit committee of the 
three farm organizations, as we will explain a little later, he is some 
what of an expert witness if you care to examine him. 

Our committee, of course, is pretty much in the category of a lay 
committee, and we have had Mr. Hedgepeth as a consistent adviser 
technically for a period of time. 

The CuairMan. You are probably aware, Mr. Newsom, that the 
Department of Agriculture has requested time to make suggested 
amendments to the bill which are being worked out with the Bureau 
of the Budget. 

Mr. Newsom. Yes, sir. 

The CHarrmMan. I do not believe there would be much to be gained 
by going into too much detail until we have those amendments, and 


I am sure that the committee will want to consult with some of you 
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relating to the amendments which are be ng proposed, but I do not 
know that we should ¢o into too much detail until we know what the 
amendments are. 

Mr. Newsom. .As a matter of fact, Mr. Chairman, the substance of 
the amendments are not, nh my judgment, likely to be of sufficient COl 
r Mr. 


l 


sequence to indicate that there is no real point to your having 
Hedgepeth’s detailed analysis of the bill before you. 

The CHarrMan. We will certainly in sert the detailed a1 ilysis of the 
bill in the printed record, Mr. New om. P 


(‘The above-mentioned aocuMment is as follows:) 


STATEMENT CONCERNING 1] NOIPAL Pr IONS OF PROPOSED FARM CREDIT ACT 
oF 1953 (H. R. 4853. S. 1505) 
(Prepared by T. Harvey Hedgepeth, counsel, Joint Farm Credit Committee) 


DECLARATION OF POLICY 





It is declared t we the policy « the Congress to encourage nd fa ite in 
creased borrower participation in the management, control ind ultimate owner 
ship of the permanent system of agriculti |! credit operated under the s e! 
vision of the Farm Credit Administratio1 The objectives of the bill are in keep 
ing with such policy. Howeve he declaration envisions stil her steps e 
taken in carrying out such policy, in that the Federal Farm Credit Board 
vided for in the bill is directed to make re idat stot Congre vith 
1 vear after appointment of er su em al to those ¢« ied the 
of car i ich policy into effect 





2. Und en he I \dministration is administered under 
the ra ! 1 ol h me \ ( ( { ‘ a | 
exect tlicer na ir Ce n I I | = he 
app t tt re ( é i el i 1 ¢ i 
them I ! LtTuLO! l : ( ( The ] p res ed 
fi ! ( nd l g , epre é 
cons ( I i mber bul iu ( é d acel é i t e to 
un 

. The | ishes the offices of t] ir . ' 
miss ner, P I n (re ( Wm ( be i eB < ( ne! ad 
Intermed ( lit ¢ n ! i es for geney e admil 
tered by a } recu fficer (4 r) der the dire ion d ipel sion 
of the I ‘ a ( dit Board d e | with the Secretary of 
Agriculture bei responsible or D I he President w res} t he 
operations of the ve ry B ( é l » the Coneres nt \ 

Cie Board will be composed of 1: ers as follows 

(a) One to be designated by the Se etary of Agcrk ture, who will serve as 
the Secretary’s representative on the Board 

(b) Twelve, one from each of the fat redit districts, to be d by the 
President with the advice and consent of the Senate, upon nomi e as 
follows: the national farm loan association in each district shall designate one 
nominee, the production credit association in the district shall designate 1, and 
the cooperatives which are borrowers from the bank for cooperatives of the 
district shall designate 1. From the 3 nominees one will be inted \ 
ple procedure is set up for king the nominations, being ilar to the pro- 





cedure followed by such organizations in electing members of district farm credit 
boards under the present law. 













ARM CREDIT 


AND DUTIES Of 


(Secs. 4 and 6) 

l. Gualificatio The appointed members of the Board must be citizens o 
the United States wh ave resided n the ta l credl dist t tro vhich 
appo ed for not in lf 3 No person sal i for imine ( 
‘ ointmen is with lL ve next cedi commence l ( tl 

ed of er or ¢ piovee of the | rm Credit Ad I l r of 
i orportion eratil inder the supe ion of the Farm Credit A nis 
tratio \ member of a distr farm credit board is not rendered eligib TOI 
! ( ntment by v e be hi ut if appoin 1 he 
mn me 1 the disti board be r Ssurmmin hi dutie on 

he } hig } ] X rs t ] 1 i ( t 
Ur C States and shall | heer I t of t United §S OF rf s 

in 10 ye I ced his designation to membershi 3 l 
t r, he sl not | I ber of a district farm credit boa I n officer 
el ‘ e of any corpora operating 1 er the supervision of the Farm (C1 t 
\ ra i Tl ser aly ! ntative 1 I serve as Chairm 
Vi ( I Oo Se ol ie | rd but othe se hi i i ad 
pi e¢ fn ibe 

2. Ter ( rice rl} 12 appointed membe1 erve f terms of 6 ¥ 
howe the fir ippoint ts are ma f¢ iggered terms so that begil 
with t second ye 2 memberships expire ¢ year, calling for new 
tions and appointments. No app ed membe l erve fou re than 1 f 
erm of 6 ars and, i cdditic at yf less than yeal he is one of t 





first members to be appointed, or for the unexpired portion of 1 term expiring 








efore | appointment to a full term. A vacancy in the oflice of an appointed 
Irie ber is filled for the unexpired portion of the term upon nominations and 
reappointment The Secretary’s representative will serve at tl pleasure ol 
t Secretary 
3. Dutie The Board is a part-time, policy-making body. It is required to see 
t m S ed b t are carried ou exel » budgetar mtro require 
from the Governo nd from other officials or corporations under the 
supervision of the Farm Credit Administration as may be neede mal I 
| report to the Congress, including any recommendations of amendments to 





dire 


tion and supervil oO! 


; rei i over the perform 
i of all of the functions, powers, and duties vested in the Governor when, in 
iigment of the I broad supervisory, advisory, or policy matters are 
it ved. It must function as a unit without delegating authority to individual 
men s and is expressly prohibited from acting in an administrative capacity 
| expressly provided that all administrative powers, functions, and duties 


qsovernor. Ne 


Credit Admin 


vertheless, 


Farm 





up his own administrative « 


stration shall be 


the Governor is employed by the 


rean 


exercised and performed 


Boa 


by the 
rd and serves at 








pleasure of the Board, 

1, Meeti ind compensation The Board may meet at such times and places 
nay determine, but is required to hold at least four regularly scheduled 
ngs a year Board members will receive for their services $50 per day, 
xpenses for not exceeding 75 d nany 1 year, except t retary’s 
entative will receive no per diem or expenses if he is a full-time officer o1 

employee of the United States. 

\DMINISTRATIVE SETUP OF FARM CREDIT ADMINISTRATION 
(Secs. 5 and 7) 

\ linistrative authority is vested in the Governor to be exercised under 
ction and supervision of the Board. The Governor is employed by the 
I id will serve at the pleasure of the Board. His salary may not exceed 
OOO a \y r, together with necessary traveling and subsistence expenses or 
" i eu thereof within the limitations prescribed by law while away 

‘ Tic station upon official business. He is required to comply with all 

nd directions received from the Board but as to all third persons all 

} icts will be conclusively presumed to be in compliance with Board orders, 
ct to the supervisory authority of the Board, the Governor is charged 
d istration of all laws heretofore administered by the Farm Credit 

dministration or its officers and of the present act. He is given ample authority 


ization and to delegate authorit 





(See. 8 








In the interest of efficient administratior Governor is per to dele 
ate under general order or rules and regulations to a Federa nd I 
f his duties, powers, and authority wit respect to and over farm 
oal ssociat their office ind emplo f l 
e kederal lar bank is located a ! diseret he 
manne to delegate to a produ red pol s 
nd ithority over pro tior ed \ l l 
1] ees I ta n credit ¢ St! tw eit S pro A 
S ite is he may determine 
I S oO P \ I I IN¢ “— 























Credit Administratio Exe Orce Ni 6084. M 1 
red to the Agricultur Res \dministratio1 D 
ure Ss bureau t Sl é ij ) 
e more ¢él related to the A ‘ \ | 
' { is supported by direct appropriatic whe ~ s nis 
Karin Cred \ nistratior Ss provided | ‘ : 3 Lil 
tutions. 
FRANCHISE TAX PROVISIONS 
(Secs. 10, 11, 12, and 13) 
The franchise tax is designed to afford to the United State i] 1 
ivested capital (when it has capital s vested ) tl 
Federal land banks, Federal intermediate credit banks, pr iction ere 
1 I l banl for cooperativ Ipe I sted ¢ ! f 
ink fo ooperatives 
2. Under existing law on nte ( ere inks 
( pay sucl tax The I i ks ere S she ) é 
vere design private \ 1 f S ipporting | ! ‘ 
1930's they were difficulties and a re I I es 
subscriptions to their capit is made on | of the United Stat \ 
subseripti have be retired and the nd banks e 1 y ‘ 
farm loat ssociations thre h whi their loans are made, which 
issociations, in turn, are wholly owned by the farmer rrowers. T 
1 become ne 
inks s I f 
eturn < t G 
‘ eredit | rs Ww ecta) 
by th T Q 4 
: | 
| > d are \ . 
° 
horrowers (farme oop th re ! 
by the United States. T that the hall pay I } ( 
arnings in respect of tl i} 11 inves 1 ir er 
3. The nature of the tax 
. lit banks ar those « ! h resn 
tions is Summarized as follow 
(a) Fede ’ ney ed ; ere tf hanl-e \ he end of each ‘ rrniy 
above expenses of these banks a1 ppli t 1) Mak uy x 
reserves for losses 1 nssets « ad ht , £ ¢ 
paid-in capital and paid-in surplus > I 
gainst unforeseen losses and senate of hes . cent : ; ‘h, 
: board of directors may determine, (4 t pay ent = eT t of 
| then remaining to the United States as a franchise tax, and (5) the nt tl 
remaining is passed into the surplus accour 
: 
' 





only the holders of class B stock 1 
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The Government’s investment in these banks consists of $5 million paid-in 
capital in each bank aggregating $60 million and it may be increased by sub- 
scriptions from a revolving fund if the need arises. For the period 1923 
of June 30, 1952) the franchise taxes paid by the banks amounted to $8,598,006 
Earned surplus at June 30, 1952 (including $14,310,000 reserved for contingen 
cies) which stands to the credit of the United States as sole stockholder was 
$42,514,669. These amounts at least partially offset carrying costs on the in 
vestment 

(b) Federal land banks.—The bill requires that any Federal land bank hav- 
ing outstanding capital stock owned by the United States during the whole or 
any part of a fiscal year shall, after complying with reserve requirements and 
before paying any dividends, pay to the United States a franchise tax equal 
to 25 percent of its net earnings then remaining, not to exceed, however, a rate 
of return on such Government capital equal to the average net interest cost of 
financing direct obligations of the United States during the fiscal year ending 
next before the tax is due. The reserve requirements referred to are that 50 


p2 (as 





percent of net earnings shall be carried to reserve until the reserve account shows 
a credit balance equal to the outstanding capital stock; afterwards, the reserve 
requirement is that 10 percent of net earnings be added to reserve semiannually 
and that impairments, if any, in reserve be restored 

(c) Banks for cooperatives.—The bill requires that the central bank for co- 
operatives and each regional bank for cooperatives shall at the end of each 
vear apply earnings in excess of operating expenses to: ( 1) Make up losses, (2) 


restoration of impairment, if any, of capital and guaranty fund, (3) 25 percent 


the remainder to the creation and maintenance of a surplus equal to 25 per 
cent of the amount of the capital and guaranty fund, (4) next, if the bank has 
outstanding capital stock held by the United States during the whole or any part 
the year, to the payment to the United States of a franchise tax of 25 percent 
its net earnings then remaining, not to exceed, however, a rate of return on 
the Government capital equal to the average net interest cost of financing direct 
obligations of the United States during the fiscal year ending next before the 








ax is due, and (5) any sum remaining to be carried into the surplus account 


or devoted to the payment of dividends as may be determined by the chairman 





if the board in the case of the central bank for cooperatives or by the board of 
ctors in the case of a regional bank for cooperatives Actually the sub 
intial majority of the capital stock of the banks for coope ; is owned 
the United States, hence the tax provision would be eff mediately 
th respect to earnings remaining after meeting requirements as to losses, 
ral fund, and surph 
) Production credit corporations The bill provides that after restoring 
sses, restoring impairment of capital, if any, and maintaining a surplus equal 
> percent of paid-in capital, the corporations shall pay 25 percent of net 
ime remaining as a franchise tax. 
unlikely that the production credit corporations will pay any substantial 
s taxes at any early date for it is unlikely that they will have substantial 





ings beyond amounts required for operating expenses and maintenance of 

required surplus; yet, the tax provision is desirable, since, if there are such 
ings, the tax should be paid 

Unlike the intermediate credit banks these corporations do not have earnings 

lending operat Their principal purposes are to sponsor the organiza 

of production credit associations where needed, subseribe to the capit stock 

ch associations to the extent that may be necessary and to supervise the 





of such ass ations. The associations are designed to become bor 


owe whed and self-supporting and they are rapidly attaining that goal. Many 
m have retired all stock held by production credit corporations of the dis 

ts and, with substantial surpluses, appear to be able to carry on permanently 
thout further Government capital. Many others are approaching the place 
here they shall be able to retire the stock held by the corporations. The stock 
ued to corporations by the associations is known as class A stock while the 
tock issued by the associations to member-borrowers is known as class B stock 
iss A stock shares equally with class B in dividends paid by the association but 
ay vote. When all of the class A stock issued 
to the corporations has been retired the principal function of the corporations 
ll be to supervise on behalf of the Government, at the district level, the 





operations of the associations. 





The capital of the corporations was provided from a revolving fund (originally 
$120 million, now $90 million, of which as of June 30, 1952, $36,235,000 was in- 
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vested in steck of the corporations); and the Governor of the Farm Credit 
Administration may increase or decrease the subscription to the capital stock 
of the corporations from time to time in accordance with the credit needs of the 
district. The corporations have two sources of income, namely, (1) dividends 

, gs oninvestments. The organic 
law made no provision for payment of operating expenses and building reserves 
except oul of earnings on class A stock Actually, however, earnings on class A 

| ft 


on class A stock in the associations, and (2) earnin 








stock have been negligible (only $605,799 from organization in 1933 to June 30, 
1952) apparently because the associations have generally been encouraged t 
accumulate reserves und to retire the investment of the corporations befor 
declaring dividends. Accordingly operating expenses and accumulation of su 
plus have come almost entirely from earnings on investirients (Government secu! 
ties). Harned surplus of the corporations to Ju 30, 1952, was $15,614,104 repre 
senting the Cumulative net income from inception of the corporations in 1933 
Hiowever, for the fiscal ear ended June 30, 1952, the corporations operated at 
combined net ss of $586,646 For that year each of the corporations showe 
an operating loss and 10 of them showed a net loss. If it be considered that the 
corporations have built up adequate surpluses and they are to continue operating 
without substantial net gains from year to year, the tax return may be relatively 
insignificant. However, as a part of the overall picture the tax provision should 
be retained in order if there are earnings against which it may be applied 
from time to time the Government ma ealize some return upon its inve ent 
from time to time rather than simply passing the funds into the surplus for the 
ultimate benefit of the Government 

Notwithstandin the above, the invest ent in the corporations has 1 beer 
without a realized return. The average investment for the period 1933-50 w 
under S1LOO m n At June 350, 1952, the corporations had an ea surplus 





of $15,614,104 


t. It should be added that, as to the Federal intermediate credit banks under 








exist the other institut Ss unde sions of the | the x 

t le only from ¢ nings of the particular year If there are 1 
net ¢ which to pa e tax in a partic r year, then no tax 

be « yeal It should be ated, however, tha he whol 
ventu deral farm credit system is bottomed more upon socia mn 
econ tions of the Nation than upon any design for immediate i 
ment returns from funds invested therei The structure has been put togethe 
piece by piece since 1917 and basic in the design from the beginning | bee 
the policy that the system shall ultimately become as nearly as may be 
borrower ned and operated,” and self-sustaining. The progress in that dire 
tion is one of the remurkable chapters in the Americ: story of free enterpriss 
under la The present bill in its entirety is in rtherance of that pol I 
further steps in that direction are contemplated is evidenced b he mandate 
to the Federal Farm Credit Board that studies be advanced and definit ecol 
mendations be submitted to the Congress within 1 year setting forth means, suy 
plemental to those ntained in tl bill f ad ng system 1 th 
place where i ve as nearly as possible pi ite owned and ope f und 
self-st ning t igh remuining under Gover nt supervision 


DISTRICT FARM CREDI BOARD 


(Sees. 14 and 15) 
1. The bill provides for increased participation of member-borrowers and their 
local credit organizations (national farm loan associations, production credit 


associations, and farmer cooperatives which are borrowers from the ba 





cooperatives) in the election of members to the district farm credit board. com 
mensurate with their increased participation in ownership of the district in 
stitutions. 

2. The district institutions are, of course, a Federal land bank which makes 
land mortgage loans through national farm loan associations (local associatior 
owned and operated by member-borrows) : a Federal intermediate credit ban] 
which supplies short term and intermediate term ul 


credit fo agricu ura 
stock purposes by discounting paper for, and making loans to, production credit 


| 
associations, banks for cooperatives, agricultural credit corporations, livestoc] 
loan companies, and similar financing institutions; a production credit corpora 
tion which supervises the operations of production credit association local asso 


ciations of member-borrowers who make loans to their members, obtaining a 








492 FARM CREDIT ACT OF 1953 


ply of credit funds from the intermeditae credit bank) and, in some instances, 
hold stock in such associations; and a regional bank for cooperatives which 
makes loans to farmer cooperatives. These institutions are operated under a 
common board of seven directors known as the district farm credit board. This 
I body for the purpose of properly relating 
and coordinating the functions of the district institutions 
3. The manner and extent of increasing the participation of local borrowers 
he following com 
parison of the present method of election or appointment of directors with the 
method provided in the bill: 


(a) Present method.—At present the Board is constituted as follows: 





board also serves us the coordinat 








and associations in the election of directors may be seen from 


Elected by national farm loan associations . inte aacth aa ahah ib epak scbapapalanenlaiabn 1 
Elected by production credit associations lapse iek eee ns cc eigen n ab aca dadiinn accent 1 
Elected by cooperative borrowers J je 1 
Appointed by the Governor from three nominations made by national farm 
loan associations and known as third district director : 1 
Appointed by the Governor and known as district directors ee nei 2 
Appointed by Governor and known as director at large a . 1 


(b) New method.—The bill provides for this to be changed to the following: 


Elected by national farm loan associations biiaieih enna 1 
Elected by production credit associations = : be ‘ 1 
Elected by cooperative borrowers 1 


Appointed by the Governor with the approval of the Federal Farm Credit 
Board and known as district directors (see below) 

Appointed by the Governor with the approval of the Federal Farm Credit 
Board and known as director at large : 1 


Provided, however— 

(1) When, and as long as, the sum of the capital stock held by NFLA’s, surplus 
and reserves of a Federal land bank equals or exceeds 6634 percent of the total 
capital stock, surplus and reserves of the bank, the NFLA’s of the district will 
elect one additional director, who will serve in lieu of a district director. This 
condition now obtains in all 12 districts, hence immediately upon passage of the 
bill, NFLA’s in the several districts will elect one additional director when there 
is a vacancy in the office of a district director (or third district director). 

(2) When, and as long as, the capital stock privately owned, surplus and 
reserves of production credit associations (collectively) of a district equal or 
exceed 6634 percent of the total capital stock, surplus and reserves of the produc 
tion credit associations (collectively) of the district, the PCA’s may elect one 
additional director to serve in lieu of a district director, in like manner and with 
like provisions as stated above. This condition now obtains in all of the districts. 

(3) When, and as long as, the capital stock and subscriptions to the guaranty 
fund held by cooperatives in a regional bank for cooperatives, surplus and re 
serves of said bank, equal or exceed 6624 percent of the total capital stock, sub- 
scriptions to the guaranty fund, surplus and reserves of the bank, the cooperatives 
which are borrowers may elect one additional director to serve in lieu of a district 
director, in like manner and with like provisions as stated above. This condition 
does not now obtain in any district, but the provision should be enacted as a part 
of the basic plan, looking toward increased private participation in the ownership 
of these banks 

(4) As to (1), (2), and (3) above, in a case where the required conditions 
exist to authorize a group to elect an additional director, but the conditions cease 
to exist, the group will lose the privilege of electing the additional director and 
he will be appointed by the Governor with the approval of the Board until such 
time as the conditions again exist to qualify the group to elect him. 





A CHANGE AT THE LOCAL LEVEL 
(See. 16) 


The bill authorizes the production credit associations, with the approval of the 
president of the production credit corporation of the district and the Governor 
of the Farm Credit Administration, to issue a new class of stock, called class C 
stock, which may be purchased by production credit corporations or private 
investors. Such stock will be nonvoting. It may be made callable and be given 
preferences as to dividends or assets upon liquidation, as may be determined by 
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¥ 
. 


kholders thoriziz t suance rhe aflirmative vot 
of two-thirds of the class A and class I t equired to i e class ¢ 
¥ One purpose of such stock is to ena ‘ tion | h the approvals re red 
to) to tap local sources of private 2 i r its eds hus av l ¢ the ne ssit 
of subscription to A stock by the cor half of the G I Sir 
it may be made e, the cia n i ! cing in ‘ h 
its needs and ability to repa 
t 
(Sec. 18) 
The act is to become effective 90 days afte he date of its enactment However, 
provision is made for the nomination and pointment the 12 d ‘ 
nd designation of the §S ‘ representative, on the Federal Farm Credit 
Board immediately after the act apy | er that the Be d may be s 
ip and ready t perate when the act bec S ¢ tive 
. » . 1 l 4 : ] ] 
Mr. Newsom. Perhaps then I should just simply read this statement 
W th a Tew 1deas and col lent i iV OW 1 because W lid pul l ot 
OT elfort Into its organizat n. As J SAV. 10 W ld probably sav mie 
Phe CHarrMAN, I ass that we 


the resolution of the stockholde 


tatement bec iuse we 


a now t t. he l co or work on th 
proposal, 

Mr. Newsom. I would simply like to add this one thing: That after 
I have attempted to tell you what ire seeking to do and why we 
ie wryil to ado it, 14 the ire l q SUIO] that Ou Want to a k 
either of us, Mr. Hedgepeth will, I think, be able to shed considerable 
light on the Why of oul doing it. 

Mr. Chairman and men ( mittee, J e the honor to 
ipp il } parti I ( i? l | l 


eated lO years ago by the Nat oO} 


o al Grange, 1 arn 
Bureau Federation, and the National Council of Farmer Coperatives. 

May I say parenthetically, that in this 214 years’ expe ence of mine 
here in the ¢ ap tal, this particular « perie e has ‘o \ me about 
as much satisfaction and encourage! t as al experience that we 
have had. It Ss the sort of a coope tive eff rt petweeh many 
vroups, that I think is significant and e} l o} , 

Iwo facts stand out vividly Ih connec O] t] Lh leo slat Ol May 
I point out that this original joint farm commit \ 


I i | nittes va orig lly 
organized in March—March 5, 194 nd was composed of W. R. Ogee, 
American Farm Bureau Federation: Mr. R. E. Short, Ame arm 


bureau Federation: \ 


° ae SC Nat ( ( | 
Farmer Cooperatives; Mr. Ezra T. Benson, the ] ( Seer v ( 
\oriculture, the representing he National ¢ of | ! ( 
erative iong wit Mr. Jol nh: lt Na ii Uy) o 
sented by Mr. E. A. Eckert and Mr. A. S. Gi 

Dhe name of Tom ic JO mM may not reg er \ 1 son \ 
ot in W i hington | Pyears ago, ind lw iL Wm 5 % \ 

a representative of the National Council of Farmer Cooperatiy ( 
came from the Eastern Dark Fired Tobacco Association of Spring 
field, Tenn. Actually the National Grange, as early as 1915. called 
for the establishment of cooperative credit ystems to meet t! ( ait 
requirements of American agriculture, so this not soi that 


: Hts just come into being recently. 
j Therefore, I want to point out that it is the product of no less than 
10 full years of careful deliberation predi ] 


Ol wing credi 
and capital requirements of our agricult | indu 
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Secondly, I want to emphasize that it is an outstanding illustra 
tion of cooperative endeavor on the part of not only the three organi- 
zations mentioned above, but with active members and officials in the 
farm credit agencies across the land. During the more than 2 
it has been my privilege to serve as chairman of this group, I have 
been thrilled by the cooperative and constructive approach that has 
been brought to this particular subject matter. 

Under the chairmanship of Mr. Sam Bober, of Newell, 5. I , the 
national advisory committee of the national farm loan Se of 
11 dist ricts, has cooperated with us. The executive committee of that 
group has met frequently with our joint committee. 

The same has been — with respect to the 12-man National Ad 
visory Committee of the Production Credit Associations under the 
chairmanship of Mr. J D. Anderson, of Morgantown, W. Va. More 
recently the executive committee of the 12-man committee of the direc 
tors of the 12 farm credit boards of directors, under the chairmanship 
of Charles Thompson, of Color: ido City, Tex., has met with us, 
although this latter group is re ported t o be somewhat divided even 
yet as to the merits of certain provisions of the legislation. 

This long evolution of legislation to increase farmer participation 
in ownership and control of the farm credit system has been a nat- 
ural result of the growing and increasingly varied credit and capital 
requirements of our agricultural industry. 

Agricultural credit has long been a major problem in this country. 
‘| he most of niy contact with the problem (with the eXce ption of the 
last 214 years) has been from the standpoint of the farmer-borrower. 
I have known from that point of view son ething of the developments 
that have taken place since the Federal Reserve Act of 1913 made it 
possible for national banks to loan money to farmers under farm 
mortgages 

The Farm Loan _ of 1916, establishing the 12 Federal land banks. 
came ata time of tremen¢ Jous importance to farmers. The develop 
ments in the { td agcTl icultural credit since that time have been 
dictated both Se ine A eg ‘apital requirements and by inadequate 
income standards within agriculture. 

You will note, Mr. Chairman, I have underlined that because I want 
to point to a certain amount of confusion that has come into this whole 
credit field arising out of this inadequate income standard and con 
fusion of that with a ly credit requirements 

This fact is important because it is ap parent that these two major 
factors have, to some extent, not only complicated but somewhat con 
fused the whole credit structure. 

For example, the creation of the intermediate credit bank in 1923 
was the result of a need for a discounting agency to convert frozen 
assets into avi vil: ib le oper: ating funds. It was shortly discove red, 
however, that there was actually an inadequacy of initial credit or 
loans, which fact in itself, of course compe ‘lled the provision of pro 
duction epedit. and the creation of the bank for shlapees tives. 

More recently the capital credit requirements of agriculture have 
continued to mount. We have an enormous investment per man em- 
ployed in agriculture currently. It has risen from about $5,138 pet 
man in 1931 to approximately $20,000 per man in 1953. This, I should 
emphasize, is the national average. 


vears 


FARM CREDIT ACT OF 1953 45 


The capital investment per full-time worker on a midwestern corn 
farm is reported now to be approxin itely $43,000 to $44,000. Just 





as the credit requirements in agi Iture have grown, not only i 
terms of terrific volume, but in terms of varied circumstances and 
causes in their nature, so we must continually analyze t] fa ties 
to provide that needed credit. 

The purpose of this proposed legislatio rat of rf o 
the cooperative features of the far credit nh \s ! ier boi 
rowers we are proud of the fact that we ha retired t] rovernme 
capital from the Federal land bat Vstel all of Ue il s. if doe 
not seem appropriate however, that farmers as ste cholders in the 
National Farm Loan Association ould not have ine) sing autho 

nd control over the system in proportlo otneir i eused Oo ership 

Ik’ rom time tot me we have been enc raged as adadit il pi ( O 
credit associations have announced further progress towat ( lt 
mate goal of on} lete farmer ownership of those associatiol B 


just as is the case in the national farm loan associations, there has 


been no chai ve in the dee OT Tal r control of ( S 
proportionate { l rement of vo p ent of the Gov t cap ul 

In like manner, to attain « r go | of retirine Governme capital 
from this system, provision mu e made whereby farme 
tives can retire trovernn t capt rol e Da for Co« 

We also wa to provid e Oo ec ’ if , 
purchase ock in and there retire the G er pital ell 
owl eclit institut Che ex rhit Ww! LIS ter ¢ ‘ 
tive may be accomp ed it spelled nm the ) 
made for its attainme) nad on ( R 

ot thie Boar nerel pre Le¢ | Live Bo ( , 
annual report to Congres elu o ft rel \ ( 
amendment t! : lati | y ‘ 

May | say, Min ( hairmal tl rt On)} i to the 
hecessityv of roduc eG@Istatiol Mmplish ft }) i D 
ective at an early cate We » ao i \\ 
original a it Tire leg li ( ) De ] ir ott 
inderstand it subye matte) { oughly « d 
that that kind of legislation ot appropriately be d til we 
know what the disposition of Congt as to ’ 
matters embodied in this bill is aet volng to b 

I think that it is entirely appropriate, however, that as a repre 
tive of one farm organization—I will go further than that—l a ire 
that as chairman of the 10 nt « tt ot the t ‘ oreal if : 
mentioned that I can assure you that all of us will dedicate « effort 
{as SOOn as We KIOW exactly the nature that t] legislature vyoing to 
have ) to the itroduction of ft } leo siantion. r) 
this one suggestion that has come to us from the pres Depart) 
of Acriculture. 

Weare prepared to meet that challe1 ve, 

The members of the Farm Credit Board (1 fr mi each of thn 
districts) plus a secretary's representat ‘ will aectua vi othee 


of the United States Government under oath of office. B Is 
obvious that having been nominated by the President, in the mann 
provided under section 4, they will have a broad understanding a 


34118-——5°3- t 
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well as constructive viewpoint and purpose of the agricultural cred 
requirements of the broad and varied agricultural industry that this 
agency to serve 

It is further our purpost that this Farm Credit Act of 1953 sl ould 
be that of providing economically sound credit from the standpoi nt 
of a busn es 1 of \ WwW. We reco onze that the major volume 
of credit required by agriculture can be supplied by the banking 
business of the Nation. However, the spec ial long-term, high volume 
of credit required 1 in many instances, 1s not possible under the laws 
and regulations under which the national banks and other commercial 
ranks of the Nation ope rate. Farmers cannot afford the uncertainty 
of freq ient extensions of ordi nary short-te rm commerce li il Cc redit. It 
is, there ee iplete ly sound to seek to pro vide the nece ssary cre aut 
through this strengthened cooper: ative structure. I repeat that this 
is the purpose to which S. 1505 is dedicated. 

There is, however, an entirely separate credit field. This legisla- 
tion 1s not designed to meet the need of disaster credit or credit clearly 
designed to effect the change in total program of operation of families 
or individuals. We recognize the need for this sort of credit which 
has oftentimes been called social credit. 

And may I say I am not too much afraid of that word. It has been 
misused sometimes, but I think perhaps it best describes this kind 
of credit. 

The CHairman. Social credit has a pretty good record of repay- 
ments, as I understand it. 

Mr. Newsom. Absolutely. We do not have to apologize for it 
t. all. 

[t is, however, unsound to mix these two types of credit. We must 
approach that problem in a different manner as indeed it has been 
approac hed, most of the time. 

Most if not all of the op yposition to S. 1505 and its House counter- 
part H. R. 4353 stems from this confusion of what for want of better 
terms I referred to as sound agricultural credit from a business or 
income point of view with what which may be required from a social 
or adjustme nt point of view. Our purpos se of m: aking our cooperative- 

‘redit facilities truly competitive is consistent with our desire to hold 
sea the cost of such credit. To permit continued confusion of the 
relief or social sort of credit is to preclude the possibility of ever 
achieving a truly cooperative structure, or of freeing the Farm Credit 
Administration and its agencies of Government capital. 

The problem of the alleged 214 million underemployed farm se 
lies, the prob lem of area disaster for climatic or other reason, or the 
problems of prolonged or recurring disparity in agriculture are defi- 
nite problems in which we must interest ourselves even more con- 
structively and objectively than we have thus far. 

In saying that we must separate the true credit problems of our 
farming business from those of a more purely social nature, rather 
than to confuse them—we are in effect saying that we are not only 
ig both, but we intend to dedicate our best efforts 
to both, without confusion. 

In behalf of our 3 farm organizations, therefore, the National 
Council of Farmer Cooperatives, the American Farm Bureau Fed- 

ration, and the National Grange working through the joint farm 


} 





interested in solvin 


credit committee over a 10-year period, and i ooperation with the 
oreat national 12-man and 11 in advisory commiutt f the Na 
tional Production Credit. Asse Lio ind the N il I L 
Associations, we respectful Vv urgt ! ( ent I 
Che CnarrmMan. Thank you, Mr. Newsom. Are t re 


‘ 
for Mr. Newsom or Mr. Hedgepeth, « sel for the joint farm credit 


committee { 


As I stated, it is rather leult to « det 1) 
sions of this act, which will be i DV 1) au ‘ \o 
culture after they are orkxed \ { L>LT'e | { B 0 
Possibly some may wonder in view « 
the vitnesses In now. but the rere Hel e we knew that e gue OMS 
had been raised by the Bureau of the Budget. most of the nesse 
were lren¢ vy on the way to W a SO iall ‘ eemed 
me they should all be heard o1 { proposal at ft S time. 


Senator Hortanp. Mr. Chairman. 

The CHarrMan. Senator Holland. 

Senator HoLttanp. What questiol iS Tals D * bureau 
Budget / 

The CHairman. The Bureau of the Budget | raised st il q 
tions: One as to the control which t! e admihistratlon would have over 


the Federal funds while they ere 1} ( in of the operative 
credit agencies: another retates to the « tion or appolnt tort 
board to operate the agency. 

I forget the others. Yeste1 Ly me Y, inste | of tl Lrove 
ment withe es we anticipate eal ore Mr. i Mi eC. | SS 
retary ot Lorie iture, meupa i ite | ‘ 
raised by the administration and tt Department ‘ i Cake 
10 days to work out then prope i ! ‘ S, tL oul 
all nere, und so we “ale hearli Y” then) on t > general prope Lion ofl 
reorganization of the farm cred ystem so as to give the farmers a 
the borrowers themselves greater control over it. 

Senator ioLLEND! R. | rat hot \ tiie { it ( { \ 
change this bill fundamentally, will they, Mr. Chairman ? 

The CuatrrmMan. No, not the general objectives. Lhe ad strat 
is committed to the r moval of these agencies trom u i (y 


domination to the full t extent possible, 
Senator ELLENpER. Yes. 
The CHatrmmMan. It seems to me, when these proposal | ame! 


ments are recelvé L by the committee, v could then be sul tted te 
each of the witnesses Wich are y Detore u r their com 
ments, and then the e inittes \ Clo’ wd ( i 
bill it thinks we ught to | \ 

Senator Scuoerren. Mr. ¢ ry _of course. the Dena ent. 
they do submit these amendments, would probal tt uppe 
again before the committee in support of the particular cl ves that 
they intend to effect in this measure. vould they ( 

The CuaremMan. That istrue. V ve not had any detailed test 
mony from Dr partment officials, and th y W ll appear before us, and, 
of course, anyone who wants to be here at the t ie | be eleon e, 

Senator Scuorprer. That was the p I was making, that they 
could testify again on the amendm { ugg =ted by the Dep rime 


l ) ; 
Mr. Newsom. May I inquire: If on behalf of the joint committee 
ut least, if not the various interested organizations here. if we may 
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be afforded an opportunity to comment on those suggestions. I do not 
want to jump to any conclusions here. I am not sorely disturbed as 
to os content of these modifications, but, as 1 have tried to set out 
he e, over a 10- year period, this joint committee has work« “l on this 
thi ing and we have encountered an awful lot of problems. 

I anticipate that one of the problems is that matter of prerogative as 
between the legislative branch of the Government and the executive 
branch of the Government, and a certain amount of restriction of ap- 
pointme nts made by the executive branch of the Government. 

[ am certain that each one of us is going to keep himself open- 
minded and receptive to these suggestions, but I should like to ask 
that we be elven the opportun ity to prese nt the statement to the com 
mittee if their presentation seems to compel that sort of a rebuttal, 
so to speak. 

Senator Eitenper. Mr. Chairman, in that conection. 

The CHAIRMAN. Senator Ellender 

Senator ELLeNper. I wonder if it would not be a good idea for us 
to arrange an informal meeting between this committee and the De- 
partment before they come up here to give us their revised views of 
this bill. You might be able to clear upa lot of issues that may arise, 
and there would be more unanimity when the bill leaves the Depart- 
ment and is sent to us. 

Mr. Newsom. It might be appropriate for me to advise the com- 
mittee that, so far as I know, we have good working rel: — at all 
levels, and I think we are going to be able to do that, Senator, but 
we reserve the right to differ with anybody on the came of the prin- 
ciple, and we might feel compelled to voice that difference to this 
committee. Ll would just like to leave the door open, if I may. 

Senator Entenper. Before you do come before us, there may be a 
wide difference with what the Department will suggest. If your 
committee is given an opportunity to sit around the table with those 
who are going to work on this bill from the Department’s point of 
view, you might be able to offer some suggestions that might iron out 
a lot of the points that may be at issue. 

Mr. Newsom. We cert: ainity will endeavor to do that, and I antic 
ipate th: it we have the opportunity. 

Senator E_tenpur. I would sugge st, Mr. Chairman, that as chair 
man of his committee, you try to work out an arrangement whereby 
the committe ‘e could do that. , 

The Cuatrman. I am sure that the officials of the Department will 
consult with the sponsors of this bill. I am very sure of that, but it 
is entire ly possib le. as Mr. Newsom says, that they may not agree on 
every particular of the bill, in which case the various organizations 
that feel that the proposals of the Department are not exactly as 
they should be, certainly will have an op nr to communicate 
their views to this Committee. The door is not going to be closed, 
Mr. Newson. 

Mr. Newsom. All right, sir. Thank you, sir. 

The Cuamman. But we hope that the interested parties will cover 
as great an area of agreement as possible, and the nN, of course, in the 
final analysis the committee will have the determination as to exactly 
what goes in the bill if and when it is reported out. 

Senator Holland. 
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Senator Hottanp. Mr. Chairman, I want to ask a question or two 
about this part of the statement on page 4 that relates to the division 
of agricultural credit between the business or income credit and the 
social or adjustment credit. 

When you speak of this social or adjustment point of view, are you 
talking about on ly such credit as is extended by the farm home credit 
administration through the disaster loans or other types of loans, or 
are you including that form of supplemental capital extension loan 
that had to be availed of during the depression years? I think you 
called it the commissioners’ loans. Are you ll clud ng that aiso in that 
scope of what you term social or adjustment point of view loat 

Mr. Newsom. This is largely a personal answer, insofar as youl 
question on the commissioners’ loa type oF credit 1s con rned_ be- 


] 


cause I do not honest ty recall In Our jomnt committee del berations 


that we ever discussed that particular thing, but my own opinion, and 
in my lclanineteaiieanel all the participants of our committee 
would be, that the answer to your question 1s “Yes,” that we do in- 
clude even credit of the type that the comm oners’ loans ive in 
something that is a little bit apart from the ordinary strictly business 
credit. 

In other wor ls, 1 am saying here that that was cred that was re- 
quired by renson ot oO" neral Cll istal the ( intry hor wh h 
individual farmers did not especially have a p r res] lity 
It was in the interests of ociety as a WV rl oO tlect th caeLvTet of 
stabilization that was afforded in the Comn oners loan, ad we do 
not believe that that type of thi oY al ore, pel 3 very lit more, 
I should s: y. than the type of credit ( {I led te e Tal rs 
through the Farmers’ Home Adm nist { hich y KX ad 
government objective—is strictly sound credit. 

We do not believe that » cost of the 1 f that type lit oht 
ought to be saddled on to thi ymercial banking ture. 13 it 
that it is our object far . 
aoes hot do t entire! but 1 ars it ‘ tC ail ( —{ uke 
our cooperative credit structure actuaily d truly mip ve with 


the credit provided by the comme! al b 


We do not believe that we as farmers ive any 1 t t t e 
their field of operation with an unfair a tage by Go\ ( lit 
that does not cost us 1n some cases even the cost of mol \ \ lable to 
cover it, than they would have of invading some ot out elds in such 
an advantageous manne} 

I repeat that we do not have a Chinaman’s « ce of iKINg a 
cooperative structure actually comp CItLV or mak Yr if tand on 1ts 
own feet, or providing the necessary soundness to encourage complete 
farmer ownership and ownership by the cooperative h is our 


ultimate objective, unless we can divorce these soc ially sound credit 
objectives from the ce operative creciit structure. 

That is basically the reason we do not want to reach out and embrace 
the Farmers’ Home Administration in th eircumstan 

Senator Hotianp. Then my next question Is this: Since you do not 
want to include that type of capital assets loan which I referred to as 
a Commissioners’ loan, which is not necessary under present condi- 
tions. but might become so again, where would you propose to shift 
the authority to make that type of loan? 
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Mr. Newsom. That calls for a rather quick answer that perhaps I 
should qualify again as being largely a personal answer, but it is my 
own feelinge—and again I suspect it would be the feeling of the 


majority of our group, if not all of them—that when that situation 
rises, it might well be handled thror oh our farm eredit agencies 
after the manner that it was before, but perhaps there ought to be some 
gvovernmental guaranty | yeither our agency ol to commercial banking 
nterests, in the event we do not elin inate this disastrous general 


economic situation that requires that kind of credit within du time, 


that society as a whole, through the Government, would protect our 
farm credit stockholders—iust as it would the commercial credit 
agencies of the country through the guaranties to the farm home 
loar wail le irl c t ¢ ch special credit 

In other word t concede that per ws our farm eredit agen 
vould be the logical ey to extend that kind of eredit, but we 
might have to eall une the (Government to nrovide some ouaranty 
lest we jeopardize the whole financial st1 eture of the farm credit 

Does that swer your q tion ? 

el r Honuanpn. I think so, but I doubt if it would answer the 
questi ot Congress 14 they were called upon to appr priate heavy 
“um of money for supplemental loans of the cam tvpe be wuse 
you would not have the same governmental control. You would not 
have the sar kind of judgment prevailing as to the making of those 


Comm) 101 ers’ loans as Vou have had under the earlier setup. 


In other words, the people making those loans, if it were entrusted 
1 } } < , 
to the be ard that vou have here, that appe al wo Id be to people direct 


ly representing the farmer inste id of cirectly represel ting the Gov 


ernment 


Mr. Newsom. There are two thing I want to pomnt out. First of 


] we would propose t} at this hoard he appointed from people 
familiar with the operation of farm credit and those agencies: and 
the \ ry minut rney arn Myo! ted by the President and confirmed 


bv the Senate, they are cong to take an oath of office and will become 
offi ials of the U1 ti | States just as much as any other officer. I think 
it 1s important that we keep that fundamental fact in mind. 

~~ 


econd, I would like to say we would want to insist that the Cor 


eress provide some additional tvpe of protection to the Goverment 


in the event of that sort of a circumstance ver and above that provided 
established fa credit agency 

I think Vi Ca ( | cros that i Chore onstru tively whe? We 
cet to it. 

Senator Hotnanp. Perhaps that would prove to be the case, and yet 
certainly it seems to me, if we do not foresee, in sor measure, 1n thi 
vet the po bilitv that such a tun mm wil ] n the future a 
will require that type of loan, you are sort of inviting the creation of 

eon pletely diffe rent agen \ to handle them at tl it time 

Mr. Newest mM. We con ec that we are, and we have done it ce 
liberately, Senator, for th very reason: that unless we parate this 


1 ’ 7 . ; ° ° a a 
abnormal amount of risk which is entailed with this sort of disaste 


cre dit. we have no possibility at all of ¢ ver getting our cooperative 
structure on a sound business basis so that we can really accomplish 


our objective of making it a farm owned institution. 
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furthermore, there is cost in that additional sort of risk. Although 
credit is one of the comparative bargains available to agricu re 1n 
America today, it is one of those ite) which has risen in cost least of 
most any of them. 

It is DY reason ot the ter) fi vol me that we require we al ust 
going to have to take out all of th nnecessary overloading we 
can take out in order to hold down the cost of sound b 


I do not think there is any more reason to ask farmers gene! 


to carry the costs of this, What we refer to as, s ali or disaster credit 
< 
than there is to ask any other partict r group ot } é 
It is, as I said, the responsibility of society as a whole, not just of 
} ° 1 1] . ® . 
the farmer shareholders in the coops Ve rect truct . 2 I 
would expect to support leg@islation to pre e that sort of edit. but 
| Vt 
| ln) { 4 i , 11) 
aWaln i Sav We GO hot want the total ee ot th “ind of ere saddled 
on our agcricuiltt al DUSLHeESS 
I think vour bean 4 ) , re 
Chink VOUT QCUeSLION IS a VOOU OI il one i 3s dadraw 
of discussion in our committee, and I thank you cerely for a ng 
+] i ‘ ] 1 ‘ ¢t 
it because I think it further clarifies 1 an purpose t Vi 
1 mind in t] s le@islation 


The CHAIRMAN. Are there any further questions / 
(‘J here was no response. ) 
Thank you, Mr. Newsom. Mr. John J. Riggle, secretarv of the 


Nat lonal Coun 1 ot Farmet Cooperat ives. 


STATEMENT OF JOHN J. RIGGLE, SEC RY, NATIONAL COUNCTI 
OF FARMER COOPERATIVES 


Mr. Ricetr. Mr. Chairman, my nat John J. Rigel 
secretary of the National Council of Farmer Cooperatives, 744 Ja 
son Place NW. 

The National Farm Loan Act of 1916, the Agricultural Credits Act 
of 1923. the Acri ultura] Marketing Act of 1929, the Farm Credit 
Act of 1933, and the Farm Credit Act of 1937 constitute in the main 
the authority for the structure and important activities of the Farm 
Credit Administration as it functions today. 

The National Farm Loan Act was the result of 8 yea > inte ve 
study by public and private com: s of the probler the 
United States of long-term farm mortgage credit at reas ble rates. 
within access to all the farming areas of the country: and of the 
operation of rural credits in foreign countries. The Congress ap 


proved both a cooperat ve and a yolInt stock corporatio trucLrure 
for testing out the program in an economy with httle experience on 
knowledge of farm credit. 

The significance here is that out of t initial begim r, the 
cooperative operation has succeeded in establishing itself « 
foundation, has not only furnished farm mortgage credit on 
able basis, but has capitalized itself out of savings and retired tl 


original Government capital in about 35 years. It also | proved 


that the mutual risk feature of cooperative edit, in which the patro1 
1S both borrower and lender, has a stat JANnge effect o j ! lane 
values and interest rates, and resists t] forces of iY th depres ion 


and inflation crises which, at one time, periodically beset the farm 
ing industry. 








32 FARM CREDIT ACT OF 1953 


The Agricultural Credits Act which set up the intermediate credit 
banks, was written under different circumstances. There was a crisis 
in short-term farm credit due to the disastrous shakedown of farm 
prices in 1920. Criticism centered on the Federal Reserve System, 
which was absolved of the charge of initiating the price debacle by 
its discount policy, but not of the charge that it could do nothing 
about it. 

So the intermediate credit bank was set up under the pressure of 
the situation to rediscount short-term farm paper originating «0 
banks or any lending agencies; and to draw funds for the purpose 
directly from the money centers by sale of debentures. 

The significant aspect here is that the cooperative features of the 
Farm Loan Act had not yet proven themselves and the Government in 
the crisis reverted to a Government operated and financed corpora 


tion. However, the organization was set up ona self-supporting ba IS, 
in Which respect it differed from the seed and feed loans periodically 
resorted to as disaster measures since the early 1900's, which had 


alwa s been direct Government loans and operated with consider 


able loss. 

‘| he re is also significance in the fact that the i termediate credit 
bank contributed little to remedying short-term agricultural produ 
tion credit until the cooperative production credit associations were 
set up to originate paper which could be discounted, and thus carry 
the benefits directly to the farmer. At the present time better than 
SO percent of the rediscounts of intermediate credit banks originate 


with the production credit association. This further reflects that 


the most s« undly conceived and liberal aid by the Government, which 
s not geared to the initiative of the farmer through his participation 
ind responsibility, falls far short of anticipated benefits. 

The Agricultural Marketing Act of 1929 was the result of an in 
tensive campaign DV farm groups LO have the vovernment assume 
eo 


leadership for counteracting the growing effect of surplus produc- 
tion on farm incomes, by entering the markets with direct stabiliza 
tion operations on a broad scale. 


ry 
| 


ih pian also embraced sponsorship for development of a nation 
wide ystem of farmer « ooperatives to stabilize prices through orderly 
marketing. The significance here is that 4 years later when the next 
major legislative d ‘velopment in farm credit occurred, in the critical 
economic pel iod following the 1929 debacle, the features of the Farm 
Board activities which were salvaged were several areawide federated 
cooperative marketing groups, which still operate, and enough fi- 
nancial assets when nursed along and liquidated, to start and capital- 
ize the banks for cooperatives, Again attention is called to the fact 
that out of this new foray of Government into the credit field, only 
those cooperative features in which farmers or their organizations 
participated and assumed some initiative and responsibility have 
survived. 

In addition to setting up the Federal superstructure, the Farm 
Credit Act of 1933 created the Production Credit System and the 
banks for cooperatives, which still survive. The significance here 
again is that experience with the intermediate credit system indicated 
the need for producer participation and support at the grass roots 
for any successful efforts to help the agricultural credit situation in 
any substantial way. 
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The Farm Credit Act of 1937 was largely devoted to smoothing out 
the interagency relations at the district and Federal level, between 
producer-credit associations at the local level and Government op- 
erated agencies at the distrie: and Federal levels. 

Thus, authorized at different times and under the influence of vary 
ing urgencies of economic pressure, the Farm Credit Adn nistration 
today 1s a heterogenous collecti mm of cooperative credit associations, 
cooperative association borrowers, Government corporations, mixed 
ownership associations, and corporations and service 


agencies operat- 


f an overlying Federal Government ad- 


ing under the supervision o 
ministration, 

But, because of this combination public and private nature, the 
administration is enmeshed in a web of Government controls throug 
the Government Corporation Controls Act, the Bureau of the Budget 
Act, and the Civil Service Act. 

The activities authorized under these acts are the essence of govern 
mental control. The pressure has bee on, trom time to time 


liquidate the nongovernmental features of the farm credit program 
in the interest of more centralized control 
mental direct lending agency whose policies could guide the Nation’s 


land use, production, marketing, and what-not into channels con 
ceived in the pattern of paternalism. 

Nothing, ot course, could cont bute more to tne dry gf up of 
private initiative in agriculture. The withering away of agricultural 
production at the grass roots has elsewher resulted from state-op- 
erated and superivsed production. That these pressures have not 
succeeded here, has been due to the resistance permeating the Farm 
Credit System which has continually regenerated itself at the local 
levels, and which has been sustained by personnel sympathetic to the 
original objectives of a cooperative credit system; plus the alertness 
of farm organizations outside, which have consistently held to the 
ultimate purpose of a farmer-owner and farmer-operated credit 
system. 

In the past 35 or 40 years, farmer cooperation in the fields of mar- 
keting of farm products, in purchasing of farm production supplies, 
in obtaining farm mortgage and Tarm production credit, icquiring 


electric power, in building irrigation and drainage ditches, in supply- 


ing insurance, in many other services, has developed, matured, and 
become a part of the everyday farm business. 

Hardly any family-operated farm today, seriously engaged in 
farm production, operates independent of a farmers’ mutual or coop 
erative service. Many participate In as many as 10 or a dozen ditlerent 
mutual enterprises, which means they participate in the management 
and policymaking, and furnish the initiative and responsibility. 

Farmers have successfully operated their own national farm loan 
associations and paid off the Government cap tal. Approximately 
60 percent of the production credit associations have paid off 90 per- 
cent of the Government capital, not entirely through earnings but in 
substantial part in some areas through direct capital contributions. 
Farmers have successfully participated in the operation of National 
and State banks in rural areas under the supervision of Federal and 
State banking laws. 

They believe they are fully capable of operating cooperative farm 
credit units under the supe rvision of the Government at the Federal 
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level. They wish to assume responsibility for management as fast as 
they assume ownership. There can be little further incentive toward 
ownership and retirement of Government capital in farm credit insti- 
tutions without full participation in management. 

This bill was developed by representatives of national farm loan 
associations and production credit associations meeting with the joint 
farm credit committee of the farm organizations. It provides the 
superstructure under which steps can be taken progressively to have a 
full-fledged farmer’s cooperative credit system operated under the 
supervision of the Federal Government in accordance with tested 
farm financing principles. 

It provides for leaving the Farm Credit Administration in the 
Department of Agriculture despite the fact that it has been the feeling 
-* farm groups and borrower groups that it should be an independent 

gency. The reason for leaving it in the Department of Agriculture 
is to have the administration housed in a de ‘partment sympathetic to 
and informed on farm credit. If set up as an nen pendent agency, it 
would run the risk of finding itself placed in some less cam] patible 
relationship with another Government dep: and by some later 
reorganization plan. In the Department of Agriculture it will, 
desirable, be possible at the Federal level to use the housekeeping 
services available there to good advantage. There will also be oppor- 
tunities for utilizing the information available in the other bureaus 
and admmistrations. 

Within the Department it will retain a relatively autonomous state 
as to policym: aking and eae For coordi ation purposes, 
the Secretary will appoint 1 of 13 Board members who will have all 
the duties and privileges of other Board members except that of serv- 
io as an officer. 

Senator ScuorpreL. Mr. Chairman, might I ask a question right 


y 
there? 


The CHarrMman. Senator Schoeppel. 


- 


senator Scuorrret. We have heard much of the Important strides 
that have been accomplished in reorganizing the Government start 
me, of course, from the Hoover Commission finding a | suggestions 
and recommendations, and the implementing to a great degree by the 
Congress hi ay propriate legislation, when It was sent down by the 
President. 

Did you mean by this, as you have just stated at the bottom of 
page 4 and the beginning of page 5, that it would be free from reor 
ganizational status under some department, rather than as an inde- 
pendent agency ¢ 

Mr. Rieetr. No, I do not think it would mean that. I think it 
hould be free from a special isolated disposition attendant to reor 
vanization. As a matter of fact, I understand when the reorganiza- 
tion bill for the Department ot Acriculture, or the proposal, was 
submitted, that they made provision for it, but did not specify where 
the Farm Credit Administration would be. The proposal said that 
the disposition of Farm Credit would come up ina special bill. 

As I understand it, while this bill was not submitted as an admin- 
istration bill, the administration did have in mind perhaps the fact 
that there was going to be a bill submitted covering the disposition of 
Farm Credit. 
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Senator Ex.tenper. As I understand the reorganization plan before 
Congress now, all corporations under the Department of Agriculture 
are excluded. 

The Carman. All corporations are excluded ¢ 

Senator ELienper. Yes. 

The Cuarrman. Under the proposed reorganization 4 

Mr. Riceir. Yes, and that includes the corporations in Farm Credit, 
but also the Farm Credit as such ts excluded, as I understand it. 

The CHarrmMan. In the President’s I think, it was made 
clear that the objectives of this bill are d, althou 
istration has not actually given its endorsement to this particular bill, 
and now desires to propose some amendments to it, which are being 
worked out. 

Mr. Ricetr. I think that is the general place that this has in the 
reorganizat ion scheme at the present ime. Now there is nothing here 
that precludes Farm Credit from reorganization, but the fact that it 
has already found a home would tend, we feel, to establish it. 

The CHAIRMAN. You feel that if established by law in the Depart- 
ment of Avriculture, it is more like ly to stay there, is that it? 

Mr. Riaeéie. That is right, more so than if it is an independent 
agency. 

he Board, otherw ise mac up of a represe! tative from each of the 
12 districts, will be the policymaking and supervisory board repre- 
senting Federal Government administration within the area and 
authority of the law. Directors will be appointed by the President 
with the advice and consent of the Senate. They will take the oath 


message, 
favol 


h the admin- 


of office and be Federal employees. ‘They will sever any official con- 
nection with the district banks or local association. 
In order that they ve experienced, killed in ai a sympathetic to 


cooperative farm credit, and im order that the President be protected 


*t 
from self-nominated and pressure-backed job hunters not experienced 


anc sympathetic to cooperative farm credit, it prov d ct that ene h 
clistrict nominate 3 ‘and lat 5 trom hom the Pres dent may choose lL 
for the Board. 

This becomes a Government Be ra. Chere should be ho que tion 


about the place of Government corporations, a ad Government auditors 
: ; 


and examiners under such a board any more than a board chosen 


from informal nominations submitted y private gro such as iabor, 
. ~*~ at ‘ 1, fi 1 
banks, industrial political, or any tner, to any recera mice, x rom 
bservati T cl ld sav there w 7 lece <tion 4a { . toa 
observation I Should say there wouid be | question about the integ 


rity and competence of a board appoll ted under such provisions. 
It would, in my Opinion, ] { 
pressures, 

When the act takes effeet. the change in the district boards will be the 
dropping of the third district director and the election of a second 
director by the farm 
director will be elected »\ the pre ad ction credit associations, m ikinge 
5 elected and 2 appointed directors when the application of the pro 
posed law is made to present eXIStING ondit Ons of « wnership. 

The question has been raised, what about the Government-owned 
Farm Mortgage Corporation, prod iction credit corporation, inter 
mediate credit bank, and partially owned banks for cooperatives in the 
district, when elected directors are in the majority ¢ 


> . . Bud f { ‘ 
Ou \ rresiaenh i mia io I mflicting 


loan associations. In all districts a second 
| 
‘ 
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In the first place, the district banks, and their officers, all of them 
must operate under the supervision of the Federal board, which, as 
stated above, is a Government board. In the second place, the dis- 
trict directors. in effect. are manacing trustees of the property and 
functions of the corporations, and are subject to all the laws author- 
izing the activity. In the third place, the Federal board 1: clirected to 
recommend to Congress within a year on the handling of the Govern- 
ment-owned and mixed ownership corporations, whether they should 
become farmer-owned and farmer-operated, if possible, or otherwise 
handled. 

The bill also pro\ ides for a franchise tax on earnings of any bank or 
corporation, having Governme 


capital, of 25 percent of net earnings 


hit } 
above operating expense, capital restor ition. and creation of reserves. 
but not to exceed the rate on the capital equ il to the average cost of 
rnancing the direct ob ivations of the Government. 

This, in general, will reduce the savings applied to capital surplus 
by 25 percent.each year. By itself it would delay the retirement of 
Government capital. On the other hand, rf, by subsequent legislation, 


] 
i 


which is contemplated within the ve r. the authority to issue debent 
ures were extended to the district bank for cooperatives, and the 


functions of the producti ! ereait corporatio and intermediate 
credit banks were reconciled, the Government capital could be rapidly 


retired, because at present a substantial part of the capital of the banks 
for cooperatives is loaned direct, and production credit corporation 
capital is inactive, rather than used for reserves to guarantee bonds, 
debentures, and bank loans as it would be in a normal banking opera 
tion. 

Since this bill has been prepared, our executive committee has re- 
viewed section 9 of the bill and has adopted the policy that the Division 
of Cooperative Marketing should be transferred out of the Farm 
Credit Administration as an independent bureau. with the recom- 
mendation that it be placed under the supervision of the Assistant 
Secretary of Agriculture in charge of research. extension. and eduea 
tion. The thought here is that the Cooperative Research and Service 
Section has a combination economic research and eclueation function, 
which is of the character of the bureaus grouped under the supervision 
of the Assistant Secretary, but does not partake directly of the 
physical sciences set up under the Agricultural Research Administra- 
tion. or the functions of any of the other bureaus. 

The National Council of Farmer Cooperatives endorses, therefore, 
the purposes and principles of this bill and urges a favorable report 
from the committee thereon. 

Senator Evitenper. What is the present function of this Division 
of Cooperative Marketing? 

Mr. Riceir. It is a research, service, and education division. 

Senator Exienpver. That is why you want to transfer it then, is it 
not ? 

Mr. Rieeir. Yes, it is the only one of the farm credit agencies that 
receives an appropriation from Congress. 

The Cuamman. But it makes no loans, does it? 

Mr. Riaerte. It makes no loans. 

The CuarrMan. Are there any further questions of Mr. Riggle? 

(There was no response. ) 
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Thank you, Mr. Riggle. We will next hear from Mr. Warren Haw- 
ley, Jr., president of the New York State Farm Bureau. 


"Mr. Hawley. 


STATEMENT OF HARASS HAWLEY, JR., PRESIDENT, NEW YORK 
STATE FARM BUREAU FEDERATION, BATAVIA, N. Y., REPRE- 
SENTING THE AD ERICAN FARM BUREAU FEDERATION 


Mr. Hawrry. My name is Warren Hawley, Jr. I am pt ent of 
the New York State Farm Bureau F‘ lon, f th l 
of directors of the American Farm Burea Federation. and have been 
an elected member of the Farm Cred 
years—that is in district l—and have I 
19 years. I farm with my two sons in weste1 New York, just out 
side of Batavia, N. Y. I am testifying today in behalf of the Ameri- 
can Farm Bureau in support of S. 1505. 

The American Farm Bureau Federation suy 
Act of 1933 which con ipleted the farm cre Lin: 
present form. It was the intent of Congress to build strone farmer 
cooperative credit \ stem through that act, Ho ise Re} rt 17] i3d 


Cong.) reported on the bill in part as follov 


While direct lending by the Govern nt t farmers » finance tl r produ 
tion may be justified in cases of emergency, it is an unsati y 8 rf 
providing the required credit, for it is too expensive, it cannot be ifficiently 
flexible to meet local needs, and for other ( s not a satisfactory method of 
furnishing essential credit. The other policy of permitting such lending t 
done entirely by private agencies has been eq y unsuccessi 

The policy of this bill is to provide the sti s in the f f G nment 
capital and supervision to the establishment of local institu ns Ww f 
ers are participants and owners and through ich necessary credit may be pro 
vided on a safe business basis and at reasonable cost 

Che Government funds authorized in that act supplied a very large 

° > 1 . . 5 e. 
portion of the capital to provide that stimulus. It was only to be ex- 

1 y ' 1 ‘ ' 41 , a , 
pected that with the large Governme! ipital there would be a large 


measure of Government control, and there was. The Governor of 
the FCA and the Cor mhimssione are appointed D) the P ient and 
confit ‘med by the Sei ae al Four of the seven men Ts OT each district 
board are appointed by the Governor. 


Since 1933 remar! acco s has been made. The “local institu- 
tions in which farmers are partlh pants ind ownel : have been estab 
lished as Congress intended. Every agricultural county in the United 
States is served by a national farm loan and a production credit asso- 
ciation. There are 1,164 NFLA’s and 498 PAC’s in additio to the 
services of 13 banks for COO} ravi ve ¢ i lv intermediate ¢1 it I inks. 
These farm credit institutions are stro 9, sound, and p ved. 

In contrast to 1933 when the capital of these instit )) is largely 
Government owned, the Federal land bank system, by fa e largest 


of the farm-credit mw its today, 1s whi ly coopera tive membe! owned. 
Ninety-three percent of the total capit il of produ ction eredit associa- 
tions is owned by members and over half the number of associations 
are wholly owned by members. Despite the great increase in co-op 
member ownership of the system, the Government control and super- 
vision remains about as it was in 1933. 

We believe S. 1505 would give owner-members contro Hron on 


to their ownership of the system in ha way as to assure protection 
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of the public interest for the remaining Government capital in the 
system and continuing confidence of public investors in the bonds and 
debentures. We believe the proposed expression ot congressional 
policy set forth in the bill- 

to encourage and facilitate increased borrower participation in the management 
control, and ultimate ownership of the permanent system of agricultural credit 
and instructions to the new Board 

to make recommendations to the Congress of means, supplemental to those of 
this act 

within 1 year, are all logical steps consistent with the intent of the 
original act of Congress, the progress during the last 20 years, and 
Ww ith sound principles of cooperatl ion. 

We beheve that Farm Credit Administration should be in the 
United States Department of Agriculture. We believe that the bill’s 
provision for a part time, policymaking Board composed ot persons 
ippoll ted by the President, by and with the advice and consent of the 
Senate from a list of nominees selected by borrowers, 1s consistent with 
cooperative principles and still protects the public and investor 
Interests. 

Chere are several Spe ‘ific provisions of the bill on which we wish to 
comment. The farm-credit units make loans on a safe business 
alone the lines of the origina! intent of the Congress. Under such a 


! 


! 
usiness basis, it is perfectly sound that the cooperative redit units 


nar tharae far t} y"7) ty } } 
pa .charge Tor the roy nment money they use. 


S. 1505 makes the charge for Government mone. 


he form of a 


} 


franchise tax. This franchise tax would not affect the Federal land 


present, since there is no Gov ‘Thinent Capital im them, There 
fore, the tax would apply only in the case that more Government 
pital were to be invested in the land banks. 

Production credit corporations and the banks for cooperatives 
would be required to pay the franchise tax only out of the earnings 
ver nad above the amount of eat MnNes req ured te naimMtain a Ze) 
percent surplus after taking care of operating expenses, Impairments, 


and losses. We believe the franchise taxes provided are reasonable 
and businesslike and that the provision for payment of such equitable 
taxes strengthens the public relations of farmers’ cooperatives. 


Farmers’ cooperatives best interests lie in voluntarily fitting them- 


selves into the free-choice system without demanding undue favorit- 
sm. Unjustified favors to cooperatives will result in destructive 


action against them. Reasonable provision for payment of compensa- 
tion by cooperatives for Government capital used by them will help 
to avoid this danger. 

During the earlier hearings before this committee on the adequacy 
of farm ( redit it was brought out that many production credit ASSO 
clations are approaching their legal limit in making loans. Section 
16 of S. 1505, authorizing the issuance of class C stock, would be a 
partial solution of the problem and vet wholly consistent with the 
aims of the bill. Class C stock, needed to increase association capital 
and thereby lending authority, could be sold to production credit 
corporations and to investors. This would make it possible to increase 
PCA capital, without use of Government funds. We favor this 


principle. 
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We believe that passage of S. 1505 would accomplish many desirable 
objectives and give direction to the future crowth of the farm-credit 
system in a way which will serve farmers and the public interest ad 
mirably well, The principles included In this bill re those wh i} 
have been held widely by members of the American Farm Burea 
Federation for many years. We urge enactment of S. 1505. 

The Cnatrrman, Thank you, Mr. Hawley. Are there any qu 
for Mr. Hawley / , 

Senator Ellender ¢ 

Senator ELLenper. How do you account for the fact that 90 percen 
of the total capital of production credit association is owned 
members and over half the number of associations are wholly owned 
by the members ? 

Mr. Hawtey. In some districts it rat difficult to 
capital paid up. 

Senator ELLenperR. Why ? 

Mr. Hawtey. The size of farms, for instance, in the Columbia dis 
trict, are small farms. They take a lot of service so that the cost of 


service in relation to interest earned is hig! 

Senator EL:tenper. Cost of operation is greater; is that it? 

Mr. HawL.Ley. Yes: the cost of operation oreater. You take t] 
large livestock associations, for 1) tance: t ey ve been very succesful. 


There is one in Montana with only a few members, and they just have 
one secretary and a girl, and vet there are Si OF 3d million in loa 
in that 1 association. 

Senator ELLenper. Sometimes, then, I take it, it is simply because 
the profits have hot been sufficient to retire the stock ? - 

Mr. Hawiey. That is right. I am president of a loeal PCA. Ws 
have been very proud to be able to pay off the Government capital. 
The first 5 or 6 years we had no idea what it was all about, but since 
then we have been working’ hard ana are very proud that we have 
paid off all Government capital. 

Senator Ture. Do you know what the average size of your loans 
is ¢ That would more or less five u in answer to the que t1o1 

Mr. Hawtey. Senator Thye, it varies greatly over the United 
States. 

Senator Truyr. I mean in the particular area that Senator Ellender 
was speaking about. 


Mr. Haw.ry. No; I do not. I am not exactly sure but I think ou 
average loan in the Northeast. where most of the farms are small, 
is around $3,500. and will vary between associations. Possibly down 


in some of the sections in the Columbia district 1t wor ld run a lot less 
I do not know. 

Senator Tuyr. You mean some of the other associations may go 
to the maximum ¢ 

Mr. Hawtry. Yes; very high. 

Senator Tryr. And therefore, your administrative expense is much 
less where you have a large loan ? 

Mr. Hawtry. Where you have just a few loans; yes, sir. 

Senator Ture. It is much less than where you had a large number 
of small loans 4 

Mr. Hawtey. Yes, sir. 

The Cuatrman. Are there any production credit associations that 
have not paid back any Government capital as yet? 
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Mr. Hawxry. I do not know. Some of the farm credit people a 
here. They probably could answer it. 

Che Carman. The number would be very small, would it not ? 

Mr. Hawtey. Yes. it would be very small. 

The Cuairman, It is obvious. There is only $7 million Govern 
ment capital remaining In all the production credit associations, and 
there must be many of them, therefore, that are nearly paid up but not 
quite; otherwise, the total amount of Government capital would be 
larger than it is. 

Mr. Hawtrey. Yes, sir. 

The Ciamman. Are there any further questions for Mr. Hawley / 

(There was no response. ) , 

Thank you, Mr. Hawley. Now we will hear from Mr. John A. Baker 
assistant to the preside nt of the National Farmers Union. 


Mr. Baker. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT 
NATIONAL FARMERS UNION 


Mr. Baker. I am John A. Baker, assistant to the president of thi 
National Farmers Union. I have with me, Mr. Chairman. a statement 
of Mr. James G. Patton, president of the National Farmers Union. 

The Cuarrman. Did you bring this as the organization statement 

Mr. BAKER. Yes, sir. 

The CHarrnman. All right, just vo ahead. 

Mr. Baker (reading) 


; 


National Farmers Union is opposed to this bill in its present form. We believe 
the removal of Farm Credit Administration from operational supervision by the 
President and the Secretary of Agriculture to an independent Federal Farm 


Credit Board and the removal from office, by legislation, of the present Gover! 





of Farm Credit Administration is not good public administration. We oppose the 
abolishment of certain farm credit offices. And we oppose the imposition of a 
special excise tax on farmers credit cooperatives as contrary to farmer interest 
ina sound credit system 

Enactment of this bill would, in my opinion, result in weakening rather than 
1 roving the farm credit facilities nov vailable to family-type farmers rhe 
e ng setup for administering and operating the cooperative farm credit in 
tutions supervised by the Farm Credit Administration, while far from perfect, 
is better than the result that would flow from the proposed changes. We urge 
our committee to disapprove it It destroys the “yardstick” principle which 
motivated the creation of the present facilities 


iivery farmer is a potential borrower from the federally-sponsored cooperative 
farm credit system. Each of them should have a voice in its policy determinatio 
While the preamble to the bill before you contains the words “increase farmer 
participation and control of the Federal farm credit system,’ the substantive 


ctions of the bill do not so provide 


Section 2 restricts such } ticipation to borrowers Later sections of the bill 
for example, section 16 would turn effective control of 


these cooperative farm 
1 
1 


redit institutions over to class A and class B stockholders to be exercised | 
them in ratio t the nur iber of shares owned. These provisions are contrary 
both to fundamental principles of cooperative organizations and the basic public 
nterest to maintair n adequate cooperative farm credit structure. 


titutions under 





In creating and developing these cooperative farm credit 
Fe eral Spol sorsl ip and Federal super ision, the Congress also re cognize d the 


principle that here the general public can help itself by helping farmers to help 
themselves. This came about because the ordinary commercial banking system 


did not provide adequate credit to protect the public interest in an increasing 
and sustained abundance of food and fiber and the promotion of a prosperous 
agriculture. We have here an acceptance by the general public, through the 
Congress, of the basic principle that access to adequate, well-adapted credit 











is a farmers’ right, to be protected and prot ‘ Federal Government 











in every way necessary to the public inte t in ved 

The basic idea i that the system | a eacdy t neet the @ lit needs 
of any farmer. And by so doing the syste t St s for 
other banks, insurance companies, p1 ite individuals, and othe redit ces. 
as well as be itseif the source of burr Lund such far rs as cared to 
use its fa ties 

lo act adequately in this capa y f oopel credit stitutions 
should make membership open to : ! ! ‘ ‘ embers 
hot by borrowers and stockholders Lhe } ( ] ( rie } mre 
system in the wrong direction. While ( ‘ vil ( 
gress to make changes in the cooper f credit 16 nvineed 
that if changes are to be m 
the access ¢ farmers gene I rat ‘ ‘ iol restrictions 
that will enhance the cont1 of stockhe 

If we are to have changes they sh 1 be e direction of the f ! 
Combine the local national f i { 
eredit associations under ¢ » bo 
credit associatiol | me f ‘ e ¢ ‘ 
Membe up should be ava bie fO al I I j el l I nal 
membership fee 1 sion ( r loan 1 S t ‘ fort , n 
risk insurance fund financed by pre | 1} bho ; 
sary, appropriations made | Co1 @SS ‘ ’ ni — 9 
accumulated by sale of sto \ single me! rshiy | f ry ng 
rights with respect otn t prod 1 fa l est | v ild 
entitle the member to apply for er typ 

Farm credit district organizatior Pro ons of sections 14 d 15. because 
th ove in the ( ier s I I 1 
redit corporations, Fede ! r es ess 
control by farmers generally and he ven ] ; ictical 
extinet oT thre eharacteris ce of § l ib i it ty 

The local associations are controlled by cl] ders int mhers 
of shares owned Under t procedure | l by s ind 15 of 
the bill, voting control rela gz to suance of ¢ C stock f the strict edit 
institutions would be turned over to these ste lider | niu on 
with section 8S, which pre des for turn y er | I ( Ad n 
supervisory functions to the district institutior both general } ( 
control of the farm credit system would be abrogated to the ¢ ptation of those 
who own Class A, class B, and possibly class C stock shares Farmers who did 
not own stock shares would be denied direct part tio ! 1 r on | ird 
members and policy determinations. Such farmers and the ge nD 
would, also, be blocked off from the normal channels of cor through Con 
gress, the President and his Cabinet officer for eultur 

If we must change the existing organizational structure at this time, and we 
are not urging it, I invite your considera n of the followit recommendations 


for improving the setup of the farm credit district institutions 

1. Combine the 12 intermediate credit banks into a single agricultural discount 
bank. 

z. Combine the district production credit corporation with the Federal land 
bank of the district into a single district far1 oan bank 

3. The district farm loan bank and the district bank for cooperatives would 
have, as now, a single board. District boar members would be elected by 
members of the boards of the local coop itive farm credit associations w tl 
voting strength determined in ratio to numbers of members and b he members 
of the banks for cooperatives 

Franchise tax unwise and unjustified: Sections 10, 11, 12, and 13 would im- 





pose on Federal land banks, production credit corporations, the central bank for 
cooperatives and district banks tor cooperatives re i lv a sp il EXCiSe 1x 
of 25 percent of remaining earnings, so long as fy < ‘ ed in 
the institution, places a special double tax on ¢ en ng 

I realize that under this provision a cooperative farm credit institution can 





relieve itself of the franchise tax liability by reducing the amount of outstand- 
ing stock held by the Federal Government However, two points should be 
carefully considered. First. payments of franchise taxes will not act to reduce 
stock ownership by the Government, rather they are an added charge of doing 
business. Second, it seems most unwise at a time when falling farm income is 
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placing a greater strain on cooperative farm credit facilities to move in the 
direction of reducing the Federal backing to cover loan risks. We certainly 
should do nothing at this time to weaken these institutions 

Establishment of a borrower and Government-supplied risk insurance fund, 
rather than increase of class C stock, retirement of Government stocks and in 
creased tax penalties, is the wise way to put the cooperative farm credit system 
into a position to absorb the increased strains that may be placed upon it by 
falling farm incomes in the months and years immediately ahead 

Federal Farm Credit Board: We are opposed to sections 4, 5, and 6 of the bill 
which (1) establish an all-powerful independent Federal Farm Credit Board, 
(2) terminate, by legislation, the appointment of the present Governor of the 
Farm Credit Administration, (8) remove Farm Credit Administration from 
supervision by the Secretary of Agriculture and the President of the United 
States and (4) abrogates control over the cooperative farm-credit system from 
farm families generally and the general public to a select group of stockholders 
who elect the panel from which appointees to the board must be nominated by 
the President and confirmed by the Senate 

There are a very great many objections to these features of the bill. Some I 
have already covered in earlier parts of this statement. I shall not attempt to 
list all of the others here 

In the first place, these sections’ disregard of the great general public interest 
in the conduct of an adequate farm credit system of the entire Nation. The 
careful division of powers and responsibilities for the enactment of laws and 
their administration was carefully spelled out in the Constitution Yet this 
proposed bill seeks to set up a new and changed procedure. 

Board members would be appointed for 6 years with no control by the public 
except through annual reports to the Congress. The electorate generally would 
have no means of holding anyone accountable for either malfeasance or mis 
feasance. Farmers who had not purchased stock would be in the same position 
What this bill would do is to set up a cozy little arrangement whereby the few 
who now own stock shares in the system would be enabled to maintain continu 
ous and permanent control over the access of all farmers to adequate, adapted 
farm credit except as Congress should move in to increase the scope and augment 
the funds of Farmers’ Home Administration. 

The only available remedy for the different sorts of adverse conditions that 
might arise under such a system would be the repeal by Congress of this bill 
which would have established it in the first place. 

Second, it is my deep conviction that boards and commissions are well designed 
effectively to perform quasi-judicial and deliberative functions, but are not 
effective in the performance of executive duties of the type assigned to the 
Federal Farm Credit Board by this bili. 

Third, I may have felt that the present governor of the Farm Credit Admin 
istration has been more conservative than necessary But I know of no instance 
of his malfeasance or misfeasance. Moreover, it has been my understanding 
that we did not wish to put this position into the area of partisan political 
considerations. And that was the reason we made this job an appointment for 
aterm of years. Subsection (C) of section 5 which vacates the term of office 
of the present incumbent of the position of Farm Credit Administrator comes 
very close to being a bill of attainer that is proscribed and prohibited by the 
Constitution. 

Fourth, and this is of utmost importance, this bill would remove Farm Credit 
Administration from the family of Federal farm-credit agencies and of Federal 
farm programs generally. Federally sponsored cooperative farm credit is not 
something that can or should exist of and by itself. It should be coordinated 
and integrated with the other farm credit programs and agencies, such as Farm 
ers’ Home Administration. Farm credit should be associated with agricultural 
soil conservation efforts, with orderly marketing programs, with farm price 
support programs, with farm research and education. Yet the bill you have 
under consideration would allow Farm Credit Administration to “ride off’ in 
one direction and the other farm and farm-credit programs to “ride off’ in 
another. 

Finally, I am opposed to these sections of the bill IT have mentioned because I 
understand that the whole idea behind the genesis of those provisions is the 
desire to placate the same commercial banker crowd whose shortsighted lending 
policies led to initial creation of the Federal land banks, the intermediate credit 
banks and the Farmers’ Home Administration (and its predecessor agencies). 
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It is my personal deep conviction that time like now when farm-family 
incomes and purchasing power is dropping, when farm production costs and need 
for credit is rising, when Farmers’ Home Administration is collecting itse ( 
of existence, when the farmer committee ster s being juidated, and whet 
officials in high places are urging farm di er price supports—this just is not 
the time when we ought to turn our cooperative rm-credit svstems over to the 


bankers 
Mr. Chairman, in point of years of service I am the senior among farm o1 


ganization national presidents—I have see a t of ater over the dam and 
under the bridge on this farm-credit matter Some of you ‘vill recall the hear 
ings before this same Committe on the Wheeler-Jones far credit Di some 
of you, I know, are as familiar as 1 am with the long struggle of American farm 
ers to relieve themselves of the heavy voke of a hard money policy 
The history of our Nation is filled with the strugel The national nk 

Philadelphia was tamed over a century ago. I need only mention the names of 
Thomas Hart Benton, Abraham Lincoln, Coin Harvey, the Populists, Carte 


Glass, and Benjamin Frankiin to remind you of the importance and significance 
to our entire Nation of the elements you must consider in deliberating on this 
bill 

Gentlemen, past experience in working with this committee and observation of 


ure gives me a great deal 


lt 


your decisions on the many matters affecting agricu 
of faith in you I know that you would not intentionally weaken the farmers’ 
1 : 


cooperative credit system I feel sure that you will not recommend the enact 
ment of this bill 

The Cuairnman. Thank vou, Mr. Baker. Are there any questions 

] think you have raised some ve ry vood po nts, or rather Mr. Pat 
ton has in his statement, and then in that paragraph where he en 
gages in politics, he absolutely nullifiies any influence which the good 
points may have had. 

Mr. Baker. Which paragraph are you referring to, sir? 

The CramnMan. I refer to that paragraph : 

Finally, I am opposed to these section of the bill I have mentioned because I 
understand that the whole idea behind the genesis of those provisions is the 
desire to placate the same commercial banker crowd whose shortsighte end 
ing policies led to it ial creation of the Federal land banks, the intermediate 
credit banks and the Farmers’ Home Administration (and its predecessor 
agencies)... It is my personal deep conviction that a time like now when farm 


family incomes and purchasing power is dropping, when farm production costs 
and need for credit is rising, when Farmers Home Administration is collecting 
itself out of existence, when the farmer committee system is being liquidated 
and when officials in high places are urging farm disaster price supports—this 
just is not the time when we ought to turn our cooperative farm credit systems 


over to the bankers. 


] recall when Mr. Patton sat where you are now, Mr. Baker. and 
gave us some of our strongest testimony urging the Congress to adopt 
flexible price supports and a modernized parity formula. 

You have made some good points, and particularly as to the nulli 
fying of the cooperative pattern when you point out that the vote will 
be according to ownership or to amount of borrowings instead of one 
vote for each person. 

Then if you could only resist getting that political angle in there 
which indicates a belief in government control over everything, then 
your testimony would be more effective with me, at least. 

Mr. Bak} R. Mr. Chairman, | wonder 

The Ciairman. This policy of misrepresentation, which your 
organization is spreading over the country today, complete misrepre 
sentation that this administration intends to destroy all farm pro 
grams, intends to destroy all soll-conservation programs, all price 
support programs, all rural electrification programs—that is abso 
lutely unfair, and why do you not come before us and give us your 
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points and just resist getting into this ideological conflict, which we 
have to admit does prevail in the country today, between those who 
believe in Government controls and those who believe in citizen con- 
trol of Government ? 

Mr. Baker. There is no argument on that last statement, Senator. 


Che Cuarrman. Certainly there is no argument there. 


Mr. Baker. There is no argument at all that I know of iong the 
farm ere as to W hether the citizens should con oe the Gov- 
ernment, and Ll woul I gues that you agree with what I have just said. 

The Cuarrman. I judge from your testimony that you believe that 


Government should con meet the farm le nding agencies. 

Mr. Baker. No, sir. 

Che Cuarman. You do not? 

Mr. Baxer. No, sir; we believe that should be controlled by the 
farmers of the United States as members of local farm credit co- 
operatives. 

The CuarrMan. You say: 

Federally sponsored cooperative farm credit is not something that ean or 
should exist of and by itself. It should be coordinated and integrated with the 
other farm credit programs and agencies, such as Farmers’ Home Administration 
Farm credit should be associated with agricultural soil conservation efforts, 
with orderly marketing programs, with farm price-support programs, with farm 
research and education— 


and so on. 

How can those things be done except through Government controls # 
They certainly cannot. 

Mr. Baxer. I recall the testimony of a previous witness which 
stated some ve ry good stuff that you do not want this credit program 
going at cross purposes or being divorced from the other activities. 

The Cuamman. How can you tie in all those various activities 
except through Government control? It cannot be done. 

Mr. Baker. By joint consultation, by being available to obtain in- 
formation from the other agencies and to swap information with the 
other agencies. 

The Cratrman. What other agencies ? 

Mr. Baxer. The other agencies of the Department of Agriculture? 

The Cuatrman. Private agencies or cooper ative agencies / 

Mr. Baxer. Both; but primarily in this case with the agencies of 
the Department of Agriculture, swap information on education pro- 
grams and price support, and all the others. 

The Cuamman. We will not go on with that now, but I will say 
that you were making some very good points in regard to the bill up 
until you raised this point. Apparently you just cannot resist those 
things. 

Mr. Baxer. I think those points should be considered on their own 
merits, regardless of what might be considered an objection to a single 
paragraph. 

The CuatrmMan. They will be considered on their merits, and so 
will the other points you raised. 

Senator WiiurAms. Do I understand the Farmers Union and Mr. 
Patton supported a flexible price-support program in 1948 ? 

The CuatrMan. It is on the record. 

Mr. Baxer. I was not familiar with that particular testimony, so 
I will have to make my statement on the basis of my general knowl- 
edge of what occurred. 
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Senator WituiAmMs. You know whether they did or not. do vou not ? 
Mr. Baxer. No, sir; my understanding was with relation to wh: 


occurred within a particular legislative situation. If there was going 
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to be any act passed at all before the legislative adjo ment, 1 was 
a question of accepting a temporary l-year program as one part of a 
‘ bill. 

‘] itle IT. | believe, senator Aiken. tf was the ite hours prior to 


adjournment, as I understand it. Now, I am not speaking fro 


personal knowledge or experience of what occurre 

Senator Wiriuiams. In view of the fact that vou did testifv about a 
disaste? program Tor a year , 

Mr. Bait A There were tTWo } ts to onsider tot s. lI thn .sena 
tor Williams. One, that ndesirable parts of the egisiation were 
accepted order to vet the desirable pal \ | y } o etlect tol 
a year, and then ha in opportunity fe ( ent e vear ahead 

E , No. 2, please, sir, if I n CO reg ( 
hl ht | \ CE on ( ind 1 aa [ Oo! it 3 oO 
which makes policy through conventions of elected egal ind 
ot he rs. 

, F The subsequ t conventions | ive von fea ly on re a « Nose to 
dropping of support levels as supply percentage eases, 

Senator WiitiMs. What I was wondering was, in view of the fact 
that Mr. Patton did end flexible pi r¢ wa one of the 
officials 1 nie ny p ice v} > vou a\ l Vi 1] ow” Ta “TET 
supports ¢ 

Mr. Baker. Lamsure he is not speaking of himself 

mwenator WInLLiAMs | was Just vO aqering because Vas] the rine 
category a those ot ay” ¢ Ile a I { ] 
who did what he told them he tThouehe they oucht to ao. Now if S 
criticizing them, is he ot ¢ 

Mr. Baker. I think not: no, sir. 

The CruatrmMan. I happened to be here at the tim Mii on’s 
testimnonv was unequive a] ly ] ipport of t] exible si pro 
grams and also the modern t parity for la; and 1! Mise 
hower administration is urging disaster now, Mr. Pattor rta ly 
urging it at that time. 

senator WILLIAMS. Tl at S what | Va \ I ie} ne, \ ( ild 
he denounce himself, nov 

The Cuairnman. But there asnoque tion of that raised LD4s, It 
was in the spring of 1949 when this treme1 vave of corrupti 
started in this courty, and that probably had nothing to « th it. 

‘ but it was at that time that the pos tion of your organizat ! vas 
changed to diametrically oj pose what it wa the gisiation 
was being considered 11 L948. 

Senator Witii1Ams. Are you still supporting the Brannan plan? 

is = Mr. Baxer. The Brannan plan is a dead issue now, Senator Wil 


liams, as you know. 

Senator WitLiAMs I know that, but sometimes people have admira 
tion for dead cats, too. 

Mr. BAK! R. We think that it was as cood a statement as has been 
recommended that we have ever seen so fay except our own recom 
mended program, which we think is better. 

The Cuairman. The next witness is Robert N. Downie, president, 
Fidelity State Bank, Garden City, Kans., chairman of the subcom- 
mittee on agricultural credit, American Bankers Association. 
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STATEMENT OF ROBERT N. DOWNIE, PRESIDENT, FIDELITY STATE 
BANK, GARDEN CITY, KANS., REPRESENTING THE AMERICAN 
BANKERS ASSOCIATION 


Mr. Downte. Mr. Chairman and members of your committee, my 
name is Robert N. Downie, president of the Fidelity State Bank of 
Garden City, Kans. 

Senator Scnorrrer. Mr. Chairman, I want to say | have known 
Mr. Downie a good many years. He comes from a section of Kansas 
that is in the heart of the great agricultural area, and he is a very 
fine man, not only with a working knowledge but a very fine interest 
that he has always manifested in the economic situation and the 
farmers’ well-being. 

I am happy that he is here in this representative capacity testifying 
today for the Bankers Association. 

Mr. Downie. I ippreciate that very much, Senator Sc hoeppe I. 

The ¢ HAIRMAN, Yo uo may proceed, Mr. Downie. 

Mr. Dow NIE. Mr. Chairman, there mav be some ot these sheets 
that IT will not want to read today, but would just ask that thev be 
a part of the record, if that is agreeable. 

The CHamrman. We will be very glad to have you summarize o1 
read parts of your statement that vou see fit, and we will insert the 
complete statement in the printed heat ines 

Mr. Downie. Thank you, sir. 

| im chairman of the subeo i} ftee on aor) ‘ultural credit of the 
Federal legislative committee of the American Bankers Association 
and a me mber of the farm credit committee of the assoclation’s agri- 
cultural commission. 

| would like to quote from a statement adopted by the ASSOC ation’ 
administrative committee on April 22, 1949, which sets forth the 


overall position of the association on cooperative agricultural cred 


The American Bankers A ociation believes that, except in times of dire eme 


vency, it hot a proper function of Government to furnish capital to any of its 
citizens, whether engaged in commerce, in industry. in farming, in banking, o1 
n any other form of business. It believes further that when grants of Capital 


are made they should be advanced only on con‘lition that payment be mude for 
their use, pending return of the capital to the Treasury 

The American Bankers Association recognizes the right of farmers or any 
other citizens to organize their own cooperative credit institutions; but it holds 
that such institutions should be self-supporting and not dependent 


upon sub 
sidies from the Government 
The American Bankers Association believes that the cooperative agencies of 


the Farm Credit Administration which have Government capital should pay 
nterest for the use of this capital at a rate at least commensurate with the 


cost of funds to the Treasury. They should also be required to repay the capital 
itself to the Federal Treasury as expeditiously as possible 
The American Bankers Association maintains that the supervision of the 


cooperative credit institutions which comprise the Farm Credit Administration 
should be conducted in such a» manner that a sound credit structure is preserved. 

In order that this objective may be achieved, the association believes that the 
supervision of the Farm Credit Administration agencies should be taken from 
the Department of Agriculture and transferred to an independent, nonpartisan 
board 

I aturs 1] rant te enh? vit that ag « er »f > glia . ] 7: 

naturally wan »Ssubml ni a part oF my statement because 

on that I go alone with others of the members of the association as 
well as in my position as a member of one of their committees. 
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ricultural commission 


The farm credit committee ot the ABA ag 
has been working with the joint farm credit 
organizations to deve lop 
tant constructive step in placing cooperative « redit institutions on a 
sounder basis and we have ha 


committee of the farm 


hat would represent an impor 

. ' } 
fhe opportunity of i WSs yr With 
them the elimination of the Government subsidy from the farm 
credit agencies, 


We are olad to have had the opportunity to cooperate with the 


farm organizations in this program and feel that they have develope 
legislation which is sound and constructive. We have, however, res 


ervations as to the adequa v of certain of their proposals. 


We are in accord with the purposes stated 4 le Capt onotsS | 05— 


to increase farmer participation in owne p and ¢ trol of the Feder farm 
credit system and to n e the Fat Credit A nistration an lependent 
establishment of the Federal Governme 


We also believe 1 at the stated purpos “to Impose frat e tax 


upon certain farm credit institutions” nstitutes a recognition of the 
need for eliminating Goverm lizat of these stitutions. 

However, we feel that the proy ( of the | 1] a not irl out 
the stated purpose of UsSsSuLrIng pena e tothe i ( ' 
ministration and that the franchise tax prov Ons al leq ite to 
eliminate Government subsidies from the Federal farm credit sys 

So long as the Farm Credit Admit tration continues in the Depart 
ment of Agriculture there will exist the danger of it elng bjected 
to influences inconsistent with the 1 tenance of a sound 
ture. Only by restoring 3 Ol | dependent stat i ich 
influe ces be avo ded 

] wish to cirect the ittention of he « » part 1 ! oO e 
franchise tax provisions in sections 10, 11, 12, and 135 of the bill which 
start on page 14 and cont »to the tte f page 17. The pa 
to the (rovernment by { e Tal ! stitutions To { us ol 
capital of an amount equivalent to the cost « funds to the Gove 
ment isa sound approach to t] elimi yh sidy. 

When the Government makes free capital oO} ts to any kind of 
husiness Institutions, ine] ding cooperatis piaces al r bur 
den on all the taxpavers of the country 

We are all agreed on the importa e of having a balanced Federal 
budget. This means that we live within o tax Wome, It is only 
be ng consistent with tl Ss concept to ask that the farm credit agencies 
pay for the use of their Government furnished capital 


In our opinion, the franchise tax provisions of S. 1505 are inadequate 
to accomplish this. 

Generally taxes are considered a first chara aga st earnings as a 
current operating expense, vet, under the provisions of this bill. the 
franchise tax would be payable only out of earnings rema 
certain amounts are set aside to surplus or reserves. and even then 
would be further limited to not more than 25 percent of such remain 
ing earnings. 

In our opinion, sections 10, 11, and 12 of S. 1505 should be amended 
to require the Federal land banks, production credit corporations, 
and banks for cooperatives to payv,asa first charge -agalnst thei earn- 
ings, a franchise tax computed at a rate of return on their Govern 
ment capital equal to the average annual interest rate on outstanding 
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direct interest-bearing publie debt of the United States during the 
fiscal year of the United States ending next before such tax is due. 
We submit the following language to accomplish these changes in 


1 


these sections 

Mr. Chairman, that is where I would like to have the insert put in 
as part of the record. 

The Cuarrman. These proposed amendments will be inserted as 
part of your statement. 

(The ab ve mentioned proposed amendments are as follows:) 


Sec. 10. Section 23 of the Federal Farm Loan Act, as amended, is further 
ame 1 | adding at the end thereof a new paragray as follo 

Notwithstanding any other provision of this act, in the case of a Federal land 
bank having outstanding « ipit l st k ( hi the { fed State ay neg the 
whole or any part of a fiscal year, said bank shall pay to the United State 
franchise tax equal to a rate of return on such Government capital equal to 
the average annual interest rate on t outstandi rect interest-bearing p 
lebt of tl United States du g e fis¢ ve he Un Ss es en x 
before such tax is due (such rate to be detern ( by the Farm Credit Ad n 
tration upon the basis data obtainal from the Secreta of the Tre l ) 

St 11. Section 6 of the I m Credit Act of 1933 is amended by adding at the 
end thereof ew paragraph as follow 

(e) Each p l n cre corporation s! t4 end of each fisea 
(1) apply its earnings desc d in subsection ) of ~ ti I dan 
Ww h yr ns of subs ion (c) and (da) of this section ind (2) app l 
earnil ym otl source fi ot p hent to the t ad States 
franc} e tax fa I qual t 1 rat ! ( ! il ( \ nt ( 
equal to the average annual interest rate on the outstanding direct interes 
bearing public debt of the United States during the fiscal year of the United 
stat ending next before such tax is due (such rate to be determined by the 
Farm Credit Administration upon the ba f data obtainable from tl Seere 
tar f the ‘I asury) : second, to the payment of any operating expenses for the 

remaining unpaid; third, to restore losses and impairment of capital, if any, 

of the corporation; fourth, to t reation nd inaintenane ff a surplus equi: 


to 25 per centum of the paid-in capital of the corporation; and fifth, to the pay 
t of the remaining earnings into its surplus account.” 


Sect 1 36 of the Farm Credit Act of 1935 is amended to read as 





I] Central Bank for Cooperatives shall, at the end of its fiscal year, apply 
the amount of i earnings in excess of operating expenses during such fiscal 
ye: rst said bank shall have outstanding capital stock held by the United 
States during the whole or any part of the fiscal year, it shall pay to the United 
States as a franchise tax a sum equal to a rate of return on such Government 
capital equal to the average annual interest rate on the outstanding direct in 
terest-bearing public debt of the United States during the fiscal year of the United 
States ending next before such tax is due (su rate to be determined by the 
Fat Credit A¢ tion upon the basis of data obtainable from the Secre 
tary f the Tre econd, to making up any losses incurred; third, to 
the restoration of the amount of the impairment, if any, of capital and guaranty 
fund as determined by the chairman of the board; fourth, 25 per centum of the 
remainder of such excess of earnings shall be applied to the creation and main 
tenance of surplus equal to at least 25 per centum of the amount of the capital 
and guaranty fund: and fifth, any sums remaining shall be carried into its sur 
plus account o devoted to the payment of dividends, as may be determined by 
the chairman of the board Subcribe to the guaranty fund shall be entitled 
to dividends in the sam«e imounts as tl subseribers to the stock No rate of 


dividend in excess of 7 per centum per annum shall be paid. Dividends on stock 


held by the Farm Credit Administration or the Governor thereof, when paid, 


shall be credited to the revolving fund created under section 6 of the Agricultural 
Marketing Act, as amende: 

Mr. Downtr. Then we would go on to page 6, where I would resume 
my statement, sir. 

We believe that with these changes a first. step will have been taken 
toward the ultimate objective of entirely eliminating subsidies from 
the farm credit system. However, additional steps are necessary. 
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‘Take the case of the produc tion ¢ redit S\ stem. Fine progress has 
already been made toward independent ownership ot the produc tion 
credit associations by the farmers. As of December 31, 1952, 280 of the 
499 PCA’s had paid otf their Government capital in full and the re- 
maining PCA’s are well on the road to the retirement of their Gov- 
ernment capital. 

As of December 31. 1952. only $7.595.800 of United States money 
was in the capital of the PCA’s, 

But it is different with the produ tion credit corporations. These 
corporations lost $600,621.39 in the fiscal vear ending June 30, 1951, 
a year in which the PCA’s had $9 million net earnings. 

In the fiscal year ending June 30, 1952, the production credit cor- 
porations had a net loss of $586,646.44. 

The CuamMan. How did that loss occur? 

Mr. Downie. How did it occur ? 

The CHARMAN. Yes. 

Mr. Downie. It occurred through the operations and lack of income 
that they had from whatever their assets of any Kind were Invested 
in. 

The ( HAIRMAN, J =f how / Can you 2 ve uS a l ttle h re ce ta 
as to just how they los 

Mr. Downie. I think perhaps I might, Mr. Chairman. The Pro 


duction Credit Corporation supervises and examines and a he 
lending agencies, ke the P¢ A’s. W he her or not t ; e ] ae) 
pensed for that or not, would be the important thing 

The Cuamman. Do you mean an admi ative loss? 

Mr. Downtre. That is what I would call it. an administrative loss. 

The CuatrmMan, Does the control of the currency have any ad 
trative loss? 

Mr. Downie. You are asking me something that I cannot answer, 
sIr. 

The CHarrMan. I was just wondering whether the charge is made. 

Mr. DOWNIE. Ll think ot, ! The ol I he I } f 
IT am not a member of the national b niki system, t] ‘yY mak irges 
for supervision and examinations commensurate with their costs, and 
they are not expected to operate at a deficit any more than, we say 
our 48-State bank administrators in thei supe rvision, fix tl r fees 


for operations to cover thelr costs 

The CHarrMan. I was wondering whether the loss from the produc- 
tion credit association was due to administrative costs or to business 
operations. 

Mr. Downte. I think their business operations are rather limited 
in that they do not vO into the lendn o field in the sense that our other 
agencies do. They are supervisory of the other lending institutions, 
are they not 4 

I expect I would get lost if I attempted to answer that. 

The CuatrmMan. But you say this bill, even with the changes pro 
posed, had it been in effect the past 2 years, these corporations would 
not have paid any franchise to the Government. If they did not make 
any money, why did they pay money to the Government / 

Mr. Dow NIE. We were just pointing out that the proposed bill would 
not affect them as to franchise taxes because their operations were on 
a deficit basis so they would not be subject to tax. 
The CHarrMan. I was just trying to clear that up. 
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Mr. Dow NIE. ] im sorry I cannot be ot more } elp. 
Th is, had the bill, even with the changes proposed by us, heen 1] 
effect dur o the | ist Z yvears these corporations would not have paid 


ny franc} *1ax to the Governme} Le 
The proce credit c rporations, with capt il of S36. 000, all 
lied by the ¢ ronment, ai earned surp of 815.614,103.69, 
1d @ltine l lV NH I wiequate ce i} hsatiol for the ery 
l he ru | trict P< 7 is h servic re ] ( qd 
If - ery es ale ho ect l. the ( COrporath shi ld be abol 
ia { } t ly I d o the Trea ry 
We are of the opinion that the Federal Farm Credit Board in carry 
‘ O ¢ 1e pol \ dec] red ! ect n 2 o! the bill sho ld vive 
reful to this situa ) ind ike recommenclations to Congres 
I ip} te legislation with. 1 pect to these rporation 
CHairMAN, May I go back to the last paragrap!] page ¢ 
( l ité¢ the I rod tion ¢ edit Corporation has capital ol 
| supplied b e Lrovernment idan eat ecl urplu oO} 
i n plus Wher t] ( ned su pl con rom 
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! l | ot 151 illion 
\i ( NI Th on] ource that t] nNsStitutioy could have | ic 
woul be f the reve | ley ect fro the pit 
hed by I | fed Stat tre wy Th { oO course, nm l 
! M ( ll l ta Lie 1 \ ! part lly the qu [ n 
| thre nild r operator for the vear 
Wo lb perl } a rer 1} l \ hat the l come \ from 
{ S d tal { they oy capital oc] 
Chen t r operatio iside from ft at. showed t is |e S. 2 I would 
i elr statement, as operating loss ovel and above that per od 
The banks for cooperatives as of December 31, 1952, had combined 
pital re ves, md urplus of $268.485.269 of which $24 1.847.775 
( ned by the Government We believe that a substantial amount 


f this $240 million could be returned to the Government and propose 


| l i. matter also for study and recommendations to Coneress by 
he new Federal Farm Credit Board established by this bill. , 

To sum up, if the changes in the franchise tax provisions proposed 
| V 1 are a lonted we bellevs hat a start Ww] have nee] mac LOW ird 
the elimination of Government ubsidy from the cooperative farm 
redit system. 


l 1 


We feel that the Farm Credit Administration should be returned to 
depe1 cle stati and not left within the Department of Aor 


ir nally, the ultimate aim hould be retirement of all Governm« nt 
+}, ] 
t ¢ 


capital in farm credit system so that these institutions would be 
come wholly farmer-owned and controlled and full self-supporting 

The CHarrman. Thank you, Mr. Downie. Are there any ques 
ti07 Sf 


(There was no response. ) 


The CHAIRMAN. The next witness is Jerry Voorhis. exe ve dir 


tor o1 the ( oopel itlve Le iue of the l lite estates of \ el cl. 
Chicago, II] Weal olad t ave ol v \ ! [ 
ing, and I think \ member him w ( is tluable 1 bel 


we 
ot the House ot Representatives 


STATEMENT OF JERRY VOORHIS, EXECUTIVE DIRECTOR, COOPERA- 
TIVE LEAGUE OF THE UNITED STATES OF AMERICA, CHICAGO, 
ILL. 
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It Is no dis¢ red t to these emerge! VI is to say t ul they have 
not been and could not a l tary ( ! - other method 
devised long. long ago by the farmers of t] rv the elve 
well as by other groups of people. 

That method is mutual aid or cooperatio B h a method it is 


possible for groups of f mers to oO1ln TOO | ] ! ered 1 marke 1) o 
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purchasing, supply, and service businesses which broaden the scope of 
agricultur: aul income, stabilize the economic circumstances under which 
farmers work, and place the farmer in a position to bargain on terms 
approaching equality with other factors in the economy. 

Cooperation is a basic, lasting solution to these problems, but it is 
neither a quick nor an easy one. 

The legislation before the committee at this time may be described 
in this way. It can represent—we fervently hope it will turn out to 
represent—a step in the process of transforming what started as a 
wise measure of government for farmers into a cooperative undertak- 
ing by farmers working together to supply their own credit needs. 

It may be that we missed a point on that, Mr. Chairman. I had 
read the bill, I thought, with considerable care. If, however, as was 
testified, the provisions of the — say that in the voting of the various 
groups that the voting shall be by the number of shares or ownership 
rather than on the basis of 1 shareholder, 1 vote, we sna think 
that that ought to be changed so it would be 1 shareholder, vote. 

The Cuarrman,. The organizations probably would not ane with 
the definition of a genuine cooperative 1f voting was on the basis of 
stock ow nership or amount ot borrow ing, 

Mr. Voornuis. No, they would not. 

The CuarrMan. That is the orthodox definition of cooperative. 

Mr. Vooriis. The cooperative league could not be true to its own 
basic purpose if it failed to support earnestly sucha step. It is a step 
long prepared for through the efforts of farmer borrowers to retire 
Government capital from these farm credit institutions and replace it 
with tl el own capital. 

Now t hey fee] , lo er 1 ‘ally enough, that with ownership should go con- 
trol as we ll. 

On one point we sve » sincere regrets. While at present the national 
farm loan associatio1 s have retired all Government capital and the 
pro luction credit associ: ations nearly two thirds of He. the borrowers 
trom the banks for cooperatives have succeeded in retiring a much 
smaller percentage. 

There are reasons why this is so. In fact. up to a very short time 
ago, it was against the law for cooperatives to replace Government 
capital in the banks for coope rative S with their own capital. Today 
they can leave their stock investment, made at the time the loan is 
made, in the system. 

But there has been little inducement for them to do so, since thereby 
the vy wou ld acquire no more control over policy than they have now. 
In our opinion, leg isl: ation should have oe pa issed lone ago, as rec- 
ommended by cooperative organizations, which would have provided 
machinery and inducement for replacement of orupaanad capital 1 
the banks for cooperatives with capital from the cooperatives them- 
selves. 

But such legislation always met with strange and badly informed 
seine, The bill before the committee should, to a degree, help 
this situation. 

In at least two respects, it does provide incentives for cooperatives 
to invest in the stock of the banks for coope ‘ratives and thus return the 
Government capital therein. But I think it does not yet go far enough 
and that one of the first tasks of the new Board should be to report to 
Congress a recommendation for further legislation to encourage devel- 


ee a al ay 
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opment of a cooperative owned system of banks for cooperatives. I 
do not want to give the impression that cooperatives have large sums 
of money to use for any purpose right now, except for their ow! efforts 
to bring their services and facilities to a point of fully meeting their 


patrons’ expanding needs. 


Sut | know that if the prospect of a fullv cooperative group ot 
eredit institutions were held out to then al d r 2 practi il course 
for achieving that goal were charted, the cooperatives would make 


every effort to follow that road. 
r* . . . } ] 4 ' e: le y* 
Now, the simple passage of this bill will not of itself achieve the 
] 


purposes which have prompted its introduction ai d consideratio1 
here. It remains to be seen, as with all human institutions, just how 
the new system will work out. It IS once vable, I suppose, that 


some men, after appointment to this powerful national Board, would 
become so impressed with the importance of their new station as to 
forget the group of farmer borrowers who nominated them and to 
neglect their basie interests 

It would be of critical importance that such men not be appointed 
to the Board. 

It is conceivable, too, that appointme! ts to the Board micht be 
made more with a view to a man’s experience in banking than with 
a view to his experience in and knowledge of agriculture. If this 
happened, results could, in my opinion, be very bad. 

I do not mean that he should not have a knowledge of banking. but 
I do mean that that should not be the sole criterion. 

It is also conceival le that appointments to the Board might all 
be made from men concerned only with large-scale agriculture and 
having little understanding or sympathy with the problems of the 
smaller farmers. This, too, would be unjust and would defeat the 
basic purpose of the legislat ion. 

However, with the nominations coming from the three groups of 
borrowers as the bill provides, there are certainly safeguards against 
those possibilities, and I would trust that this committee, as well 
as the entire Congress, would concern itself continuously to see that 
only men with personal knowledge and experience in agriculture, 
only men of broad sympathy and deep devotion to the public welfare, 
and only men who see the real purposes of a coope vative credit system 
are appointed to this powerful national Board. 

The Cuarrman. If the act provided 1 vote for 1 borrower or mem 
ber of the association, then, as you have pointed out, it would be mini 
mized to a considerable extent, would it not? 

Mr. Voornts. To a very oreat extent: yes. I simply missed that 
point—I am ashamed to have done so—in the legislation because | 
think it is very important. 

Mr. Newsom. Mr. Chairman, would it be in order to point out an 
error that is being made? 

The CuatrMan. Yes, sir, Mr. Newsom. 

Mr. Newsom. This point that has been made and is being dis 
cussed by Mr. Voorhis is the point in section 16 wherein we provide 
that an aflirmative—and you will see it on page 10 of Mr. Hedgepeth’s 
analysis—we will give you a marked copy a little later—on page LO 
of Mr. Hedgepeth’s analysis, an affirmative vote of two-thirds of the 
class A and « ‘lass B stoc kk is required for the issuance of this class C 
stock which actually becomes the preferred stock. 
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We are leaally ad isec| that it 1s absolutely necessary to have atwo 
thirds vote, Nii Voo1 his. ot the class A and class 3 stock before you 
issue outstanding stock, and this 1s the only place where we deviate 


\Ir. Vo RHIS, In othe \ ras, they would not be deviating from 


win the normal voting pi wed re: iS that correct ¢ 


Phe Cuairnman. That certainly makes me feel better, Mr. Newsom. 

Mr. Voornis. Yes: I am much obliged. too. 

he Cuamman. If that S separate for the one instance and 
necessary to comp! 1 tl law, that makes it quite ad fferent. 

Mir. Voortits l also feel a little bette: about my own eXamination 
of the bill. 

At the district level, of course, there will be direct election by the 
borrowers of ult mately 6 of the 7 members of the district boards, with 
the seventh member, quite properly, appointed by the Governor. 

So the central } urpose of the bill is to place control of the farm 
credit system both at national and district levels in the hands of the 
borrowers who own and use the institutions which make it up. As I] 
have said, this is in accord with the basi cooperative methods and 
prine iples that the cooperative leacue eXISts to promote, 

The central point advanced in objection to the bill needs careful 
t] ought. howeve ce and (C‘oneress should act with its eves fully open. 
ihose wh 


o advance this objection say tbat the farm-credit system 
hould r a national agricultural policy and be an effective instru- 
ment an 

They fear that perhaps this won't always be the case 1f this bill is 
passed. Of course. wherever an institution is controlled by a volun- 
tary group of people, there is no assurance that it will follow govern- 
mental police Vat every turn. 

That’s part of freedom. It’s also part of the cooperative idea and 
prin iples. So on grounds of principle, we must disagree with this 
objection and believe the bill should pass. 

As a practical matter, however, the reason why it is said that the 
farm-credit svstem should reflect national policy is this. Suppose 
mother period of deflation and de ‘pression should hit this country. 
Suppose distress should strike agriculture as has happened all too 
often in the past. 

Under such circumstances, it is well to recall that strict banking 
practices of the sort that are traditionally followed would, if uni- 
versally applied, have led to an even greater number of foreclosures 

the period of the 1929 depression than took place. 

And many of these foreclosures would have been, as subsequent 
history has shown, unjustified, and unwarranted, and even cruel. I 
have met many a banker who has told me how glad he was to have 
as borrowers farmers who got back on their feet through farm-security 
loans, for example. 

But J do not believe these are arguments against this bill. I do 
think the ‘Vy are argume nts that drive us to recognize that should dee p 
trouble come again to American agriculture, Congress might find it 
both just and necessary to create emergency agencies to help do the 
job of saving ownership for the average farmer. 

However, the general policy which certainly seems right is that we 
rely basically upon true cooperative methods and cooperative insti- 
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tutions—and then be prepared to supplem«e these methods wit 
emergency measures when necessity e requir 

L would only like to add with rine s that i the } ent 
cope of coop tive bu = were €X t ! { 
olume, ch eme rency l by 4 \ l ent mig a i ( 
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his legislation would pro tax mn ol Da for coopera 
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ame degree of nducement and ler] 
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ve vHoOrroOWe! fro. ( oz? i ivvt ( 

I WW ¢ ild | ke to pal ( { ( t 
vanced by the Ameri On t 14 I © ) 
First of all { ems to me that rplus t ex 
tutions—the banl fol ooperatives pl v ! | ‘ 
fact that cooperatives wed from t 1and pald t 
and that is act lly where the rplus « fron 

In he second lace . Y ire | ho ibo e oOo LrOvVe | 
capital by wd) mstiti On, We l Del oO | O j ? 
that the purpose of the Coner { : ( e 
first place was one with whic! 1 | 1 Ot 1 bas 
sympathy and support. Tha purpose Was to encourag ers 
of Ame rica to use their own device | find ways and ‘ Oo! 
solvine their own p oblems through their o i effi { l ol 
possible extent. 

Asa part of such a poli V, it seems te it 1t Was f ; 
worthy to provide ( pital in farm recdit titutions as to provi 
Government capital for the Reconstruction Finance Corporation, o1 
in effect to provide great amount of Gov ronment '.) } r 4 
at least. to such program as the guarantee of housing | l ind ¢ 
guarantee of deposits in the banks. 

The second point I would | k ~tom ike that a i matter of fa Oa 
when commercial banks purchase Gover t bonds, they purchase 
Government bonds with public credit. They use new credit that is 
created to purchase those Government bonds. 

That credit is backed from that point o1 bv the Government bond 
itself which is an obligation on all the American people. I think 
it a cood deal more reasonable, t] ough I do not advocate th a. <0 


require the commercial banks to return the interest they have received 
on those Government bonds to the Government than it would be to 
say that the surplus existing in these cooperative institutions should 


be treated as belonging to the Government 
who have paid the interest that created it. 


rather than tothe borrowers 
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With one provision of the bill we are inclined to disagree and ask 
for careful consideration as to whether it should not be dropped. 
This is the transfer of the C ooper% ative Research and Serv ice Division 
to the Agricultura! Research Administration. 

We believe it might be wiser to leave C. R. and S. where it is. May 
it not be more important and logical to have the one agency which 
seeks to serve cooperatives with research services remain connected 
with other cooperative agencies, such as the farm credit institutions 
would become under this bill, than to lump it with other research 
activities? 

For the same basic reason that prompts us to support the main 
provisions of the bill, we believe this would be a wiser course. 

In conclusion, I ask the committee’s indulge nee for 1 or 2 gener: al 
remarks. In agriculture, costs have already caught up with prices 
and passed them. Farm income is below the parity level.. Our 
economy as a whole has never been prosperous for any length of time 
if agriculture was not prosperous within it. 

The one thing the forces of world communism would rather see 
than anything else is an America in economic depression and reaction. 
Above all things, we must avoid these circumstances. Which brings 
me to a final point which I shall not elaborate, but simply leave with 
the committee. 

Deflation is the mother of depression. Climbing interest rates are, 
under our present monetary system, the mother of money stringency 
and of deflation. The cure for inflation is not deflation but stabiliza- 
tion. Two wrongs do not make a right—particularly not when the 
one wrong, inflation, is after all dynamic and induces production, 
whereas the other wrong, deflation, is depressive, renders the debt 
burden heavier and sometimes unmanageable, and discourages eco- 
nomic activity. 

A high degree of stabilization has already been achieved. If defla- 
tionary policies go too far, the American farmer will be the first to 
suffer and will suffer most. But the whole United States and the 
whole free world may not be far behind. 

The Cuamman. Thank you for your testimony, Mr. Voorhis. As 
was stated before you came into the room, the Department of Agri- 
culture contemplates proposing some amendments to this bill; and 
when those proposals are received, the committee would be very glad 
to have you go over them and make such comment to the committee 
as you deem advisable after reading them. 

Mr. Vooruis. We would be glad to do that. 

The CratrmMan. The Department officials will come before this 
committee to give their testimony at a later date, probably in 2 or 
3 weeks from now, and we would be very glad to have as many as 
possible of those who have testified before us at this time, listen to 
the Department testimony and then see if they have any criticism or 
comments or suggestion to make regarding those proposals. 

Thank you. 

Mr. Voornts. Thank you, Mr. Chairman. 

The CuatrmMan. Our next witness this morning is Vern Harrison, 
president of the Oklahoma National Farm Loan Association, 
McAlester, Okla. 
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STATEMENT OF VERN HARRISON, PRESIDENT, OKLAHOMA FED- 
ERATION OF NATIONAL FARM LOAN ASSOCIATIONS, McALESTER, 
OKLA., REPRESENTING THE FEDERATION OF NATIONAL FARM 
LOAN ASSOCIATIONS OF THE UNITED STATES 


Mr. Harrison. Mr. Chairman, mav I make this added statement 
That since arriving to ae “ot the committee, on behalf of the 
Oklahoma Federation of National Farm Loan Associations, I have 
been delegated and authorized to represent: the itional farm loan 


associations of the United sstates 

The CHarmman. All right, we will make that correction. 

Mr. Harrison. My name is Vern Harrison. I live at McAlester, 
Okla. | am president of the Oklahoma Federation of National Farm 
Loan Associations, and I am also here representing the Federation of 
National Farm Loan Associations of the United States. 

On behalf of our Oklahoma federation, as well as the national 
federation, I want to thank you, Mr. Chairman, for the privilege of 
appearing before your committee to express our views concernin 
prop osed le cis: ition. 

The Federation of National Farm Loan Associations of the United 
States of America, as the name implies, is a federation of associations, 
and not one of paid employees. ‘The board of directors of the National 
Federation is made up equi ally of secretary-treasurers and directors. 

Our annual meetings are attended by more directors than by secre- 
tary-treasurers. 

I am not here, Mr. Chairman, to oppose any of the provisions of 
this bill, but ] am here to mil e some sugvestions for the record and 
for your consideration. 

The declaration of policy as set out in section 2 of this bill is excel- 
lent. Certainly, everything should be done to encourage and facilitate 
increased borrower participation in the management, control, and 
ultimate ownership of the permanent system of agricultural credit 
made available to them through the institutions operating under 
the supervision of the Farm Credit Administration. 

This bill in section 3 provides for the Farm Credit Administration 
to be in the Department of Agriculture and states that the Secretary 
of Agriculture would report to the President with respect to the 
operations and functions of the Farm Credit Administration, 

We realize that there are many who would prefer to take the Farm 
Credit Administration out from under any Cabinet. officer, but we 
believe it is sound for the Farm Credit Administration to be in the 
Department of Agriculture. 

While the Federation of National Farm Loan Associations of the 
United States of America would be os to permit the President 
to name one member from each farm credit district for membership 
on the Federal Farm Credit Board, we agree that the method of 
selection of the membership for that Board, as outlined in section 4 
is in keepin g with the declaration of poli cy as Set out in section 2. 

We feel, however, that the membership of the National Board should 
at all times consist of not less than four members appointed from the 
national farm loan association nominees. 

Mr. Chairman, our main interest in this bill is incorporated in 
section 15 which we want to discuss. 
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Section 1D would make it possible under eertain conditions for 
» national farm lo: in association s. to elect 2 members on the di trict 
; . ; : ;¢ ; 

farm eredit board of 7T members. We feel, however, that this section 


unfair insofar as the national farm loan assoc lations are concerned. 


y ] 4 4 + 1 ) ‘ +) | 
We call your attention to the fact that 100 percent of the stock 
a ae e* . 1 } 1 4 : 1 , 
al] i? of tine Ke leral land banks owned by the national farm loan 
¢ : ; + we aa aed . | ¥ . 
ssoclATIONS O1 their respective district | urthermore, the Federal 


land banks are the only distriet units which are 100 percent farmer 


We of at nationnl farm OAn soclations contend that wv ith com- 
) 


: : ] 4 
te farmer ownership should eo farmer control. We believe that 


masmuch as the national farm loan associations are the owners of 

1 P47 4 A. | . } 11 } 47 l ; . ] 73 

iil OF the stock in f ie@ Federal land banks, t lat the associations im the 
} 


re ate district should have the right to elect at least a majority 


of » board of directors for the Federal land bank in their district. 

We fully recoenize that our associations are cooperatives, and we 
believe in and want full cooperation and coordination with the other 
Karm Credit units in ont respective districts. We are not asking 
rora separate board of lirectors but would prefer a coordinated board 


for all the district units. 
The Federation of National Farm Loan Associations is deeply in- 


terested In our ereat system of ag ultural eredit and hope ne con 


ructive ancl 1e ptul erect leoislation may be ernac tec by e . on 
ewress for the bene fit of merican AOTIC ilture. 


' t iy . . ] ] P ¢ ] 
Ih cone lusion, Mir. CL hhairiiah, ol el) lf O the I le 


ration of Na 

tional Farm Loan ance itions, IT want to thank you ade the members 

of yvour committee for this opportunity ha eanane onan views concern- 

ne the propos sec leg! lation | hope t! it we have been constrt etive 
gt com uSSIONS, 

The Cuatrman. Thank you, Mr. Harrison. I understand that Mr. 

edeeem of Mayfield, Ky., is with you and might like to make a 


supplemental statement. Mr. A. R. Anderson, of Mayfield, Ky. 


STATEMENT OF A. R. ANDERSON, MAYFIELD, KY. 


Mr. Anperson. At the time I wrote this committee for permission 
to appear here as a witness to testify concerning this bill, I was not 
ure whether our annual convention would care to adopt a a position, 
but at the convention of the federation. which was held in St. Louis 
last Monday, we set up a committee of which Mr. Harrison is acting 
as official spokesman. 

One of the things that I would like to discuss in a very short time 
was the question Mr. Voorhis raised, and that is where this surplus 
comes from except from interest paid. One of the things that I have 
often discussed with members of the Federal land bank is who owns 
the surplus that exists in certain members of the Federal land bank 
and national farm loan associations that make up the various land 
banks. 


For instance, my own association, of which I happen to be the presi- 
dent, has theoretically, if it were liquidated, all loans were paid off, 
then there would be no more stockholders, no more liability. I want 
to know who owns the 70-odd thousand dollars that we have. 

The CHatrmMan. I am not going to undertake to tell you that today. 

Mr. Anprerson. One official of the land bank told me a short time 
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ago that they had in times past, where it had been only a s1 
of money they are not in the habit of li datine an ass 
they had someth Y Of a sort OT a ist LU-man < D who 
surplus in final liquidation. 

But aside from the levity of the situation, it is a o that 
consideration by this law-making bo 


The CHAIRMAN. I thi K her : enel iwreemenht nt it. Nii 
Anderson. 


Mr. ANprerson. I want somebody to te ne who ow 
I am the custodian. 

The CHarrman. It will take sor eto a er that questi 
however. 

Mr. Anprerson. That ts about all | nt to sav. These are things 
that all of us could testify on at length, but t e intentions are good 
and I ami sure it will be taken care of 

The CHitrman. Thank vou, Nii Ande The next thes 
Earl Jewett, director, Farm Credit Board of St. Paul 


STATEMENT OF L. E. JEWETT, DIRECTOR, DISTRICT FARM CREDIT 
BOARD OF ST. PAUL, WEST SALEM, WIS 


Mr. Jewrerr. Mr. Chairman and members of the committee, my 


hame 1s L. EK de wett, na | reside i West Sa em, Wis 
I am a director of the Farm Credit Board of St. Paul ar h 
am a director of the Federal Land Bank of St. Paul, Feder Inter 


mediate Credit Bank of St. Paul. Production Credit Corporation of 
St. Paul, andthe St. Panl Bank for Cooperative | 

l have served » years on that hye id. be oe elected to it bv the pro 
duction credit associations of my district ; 

I am also an alternate member of the National Farm Credit Dire 
tors’ Committee, a committee of district farm credit board directors 
organizect to analyze al d study leo slat O} relating to 7 m ered 
I have been directed by the Farm Credit Board of St. Paul to ippear 
before this committee to state the views of the Board with respect to 
H. R. 4353 and S. 1505. 

My background is that of a farmer, which I have been all my life. 
As a farmer | have had oceasion to use the credit services made aval 
able by the Federal Land Bank of St. Paul and also have had loans 
from the Sparta Production Credit Association, Sparta, Wis., of 
which association I am a director and member of the loan committee 
and have been its president since it was organized. 

During the years Il have been associated with farm credit, the farm 
ers of ni seventh farm credit district—Minnesota. North Dakota, 
Wisconsin, and Michigan—have always had a steady and dependable 
source of agricultural credit available to them through their district 
and local farm credit cooperative associations. 

To my knowledge the supervision of the Farm Credit Administra 
tion of Washington has always been exercised in a fair and competent 
manner consistent with its responsibilities under the law, and 1 know 
of ho instance in my district w here our operations have been hamper d 
or interfered with in any way. 

Generally speaking, it is the opin on of mh board that the above leg 
islation is unnecessary and ho vood purpose will be accomplished by 
its passage at the present ime. 
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It is believed that a part-time Federal Farm Credit Board is not 
necessary and would only be an additional expense to the district 
farm credit units. 

The jurisdiction of the Secretary of Agriculture and the Federal 
Farm Credit Board over the Farm Credit Administration and its 
personnel is not clear in the above bill, and it is apt to lead to conflict, 
confusion, and inefficiency. 

If increased ownership and control of the farm credit system as 
listed in the title of the bill, includes purchase by the production 
credit associations of the Federal intermediate credit bank system, 
I am opposed to such action. The 12 Federal intermediate credit 
banks show a total capital of $65,825,000 and surplus added reserves 
of $42,514,669, or a total net worth of $108,339,669, and each year 
has paid a franchise tax of 25 percent of net earnings, or a total since 
organization of $2,586,600. 

I doubt if under farmer ownership and control they could do 
better or as good. The investing public has confidence in the Fed- 
eral intermediate credit bank debentures and that confidence must 
be retained. I believe that the record of the Federal intermediate 
bank system is outstanding as a Government agency. 

The bill contemplates that eventually 6 of the 7 directors of the 
district farm credit boards would be elected by the national farm 
loan associations, production credit associations, and the borrowers 
from the district banks for cooperatives. 

The seventh director would be appointed by the Governor of the 
Farm Credit Administration. In such a situation it should be re- 
membered that 6 of such directors would be elected by associations that 
have no financial interest in 2 of the corporations that would be super- 
vised by such Board, namely, the Production Credit Corporation and 
the Federal intermediate credit bank, the entire capital of which is 
owned by the United States Government. 

While the above are some of my personal observations and views, 
my board of directors has unanimously expressed its opposition to the 
above legislation for the reasons expressed in the attached resolution, 
which I desire made a part of this statement. Although such resolu- 
tion was adopted when the proposed Farm Credit Act of 1952—H. R. 
8336, S. 3388, 82d Congress—was being considered, nevertheless, for 
the reasons stated in such resolution, the board is unanimously opposed 
to the passage of the above bill now under consideration by this 
committee. 

This is in the minutes of our January meeting, this resolution that 
we passed. 

The CHatrMan. Do you wish to read it ? 

Mr. Jewerr. I would like to, Senator, because it brings out some 
things that I have not otherwise brought out. 

The Cuarrman. All right. 

Mr. Jewerr (reading) : 

Whereas the Farm Credit Board of St. Paul is aware that changing conditions 
may require amendments to the basic laws governing the Farm Credit Adminis- 
tration and the credit units under its supervision to meet such conditions; and 

Whereas this board iooks with favor on any amendments to such laws that 
may be beneficial to that system and its member borrowers; and 

Whereas this board, after exhaustive study of the proposed Farm Credit Act 
of 1952 (H. R. 8336, H. R, 8337, and S. 3388, 82d Con., 2d sess.), is convinced that 
no useful purpose will be accomplished by enactment into law of such bills or 
similar legislation: Therefore, be it 
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Resolved, That this board does not favor the enactment 


nto law of the Farm 
Credit Act of 1952 or similar legislation, and disapproves the principles under 
lying such legislation ; 

Resolved further, That this board is specifically opposed to the removal of 
the Farm Credit Administration from the Department of Agriculture by th 
other legislation; of course, this is not in the present bill; 

Resolved further, That this board is opposed to the creation b 


Ss or 


y this or other 


legislation ef an all powerful part-time Farm Credit Board to exercise super 
vision of the Farm Credit Administration and its member credit units; 
Resolved further, That this board approves and supports legislation t 
plish the following purposes : 
1. To exempt production credit corporations and Federal intermediate credit 
banks from the budget provisions of the Government Corporation Control Act; 
2. To authorize production credit associations to declare and pay dividends 
on their A stock without taking similar actio1 ith respect to their B stock 
That last sentence originated from the field, and we think it is very important 
to the future of the Production Credit Associations that they be allowed t 
reasonable dividend to the A stockholders who 
leaving their investments in their associations 


opaya 
ire no longer borrowers but are 


The CrammMan. Do they not do it anyhow, mostly ? 
Mr. Jewerr. They cannot pay it without paving a like dividend to 


the B stockholders. and those B stockholders are getth 


of having the services of the association while the A stockholder 
simply leaving his money in for good will, which we do not thinl 
fair and equitable. 

The Cratmman. Any production credit association that has been 


able to repay its Federal investment, however, uuld most likely be 
able to pay dividends on A stock, would it not? 

Mr. Jewetrr. We do not find that true with the increased demand for 
money. The capital position of our a W1LATIO a Very important: to 
maintain capital sufficient to pay out money nd Maintain a wv | ratio 
between loans and capital. 

The CuatrMan. I happen to have in mind certain producti redit 


associations that ao pay divi lend on the \ stock, ind |] did not 


remember whether most of them were d e that or not 

Mr. Jewerr. A considerable numbe1 iv district ( ving 
dividends. but we would like to see it paid on the A stock and not on 
the B. 

Each vear the 12 farm credit boards meet in an a ial conference. 
For the past several years the proposal to rewrite the prese t farm 
credit legislation has been discussed in these conferences and each 


vear the majority of the district directors present have not been in 
favor of the proposal. 

Each vear a committee ( omposed of 1 dire tor from each of the 12 
districts meet to analyze ful d study the proposed leg 3] ition rt lating 
to farm credit. At the last meeting in January 1953 the majority of 
the committee were opposed to a complete revamping of farm credit. 
I am alternate member of that committee from the seventh district. 

That completes my statement, Mr. Chairman, and I thank you for 
this privilege. 

The Cuarman. Thank you, Mr. Jewett. It was not expected that 
there would be unanimity of opinion on a measure of this importance. 
What the committee would like to have vou do, however, would be to 
take the amendments which will be presel ted later by the Department 
of Agriculture, make such comment as you see fit on them, because if 
and when this bill becomes law, we want it to be in the best possible 
shape to accomplish the purpose for which it was offered. 








OZ FARM CREDIT ACT OF 1958 


Mr. Jnwerr. We will be very happy to receive those amendments, 
and I am sure the St. Paul board will study them and report them. 

The Cuatrman. We have two late request to be heard on this. I 
thin Ki hat both gentle men are in the roonh, and they have brief state 
ments to make The first is William J. Holman, president, Boise 
Nat onal Farm Loan Association, and director, 12th farm credit dis 
trict of ope kane, Boise, Idaho. 


STATEMENT OF WILLIAM J. HOLMAN, PRESIDENT, BOISE NA- 
TIONAL FARM LOAN ASSOCIATION, AND DIRECTOR, DISTRICT 
FARM CREDIT BOARD OF SPOKANE, BOISE, IDAHO 


Mr. Hopman. Mr. Chairman, it isa privilege for me to appear before 
you today. I have a statement here that I will read, and then | will 
n Like i fe V sl pplemental 1 mark 

| n William J. Holmag I | on and oper my fa 0} 
.. 4 LD). No Bi ( {« ( lam a ¢ ( or and president of t! 
Dairvme Cooperative Creamery oj } B e Valley t Caldwel 
li oO { lenmbel oft over 5.000 fay | a rand 
a t of ft Bo ito say Loan Associnatio r B Ldah 

} by iv oO 4) 4 i 11 | ! | | 4 l 
Lire of the 12th farn clit dist tor S ul Wash.. represen 

ro tates of Wa o Or: n. Montana, and Id O. 

\ ( monthiy rarm re { di ecto j hy l \ \ a 
cussed S. 1503 and H. R. 4353, the Farm Credit. Act of 1953. Ess 
tially the followi gy are its \ 

I) h dist t boar noted t growth and development of 
ll! of the ered iPencle operating under the supervi n- of the 
arm Credit Administration, both in their financial strength and 
ST hy] C\ and in the eredit ryices which tThev nave rence} tand 
rende! to Americat riculture , 

Int opinion of th Ol he users of the credit rvices of the 
rarn cred wenNcle opera no iy the i’vth f rin cre t «l trict ven 
erally ire sat fied with the )) in of or@aniziut n of tl ] rm Cre t 
Administration and the credit agence operat gy therein Vith tie 
operat ons of the Farm (¢ redit Administration and t ( recdit agencies 
operating therel ind witl the credit services of such agencies 

The 12th district board at this time recommends that no change be 
mace n the reorganizatio of or the plan ot operation of the arm 
Credit \dministration or of any of the credit agenct operating 
therein unless such change will remedy or remove some deficiency i 
operatio or in the credit services rendered, or improve operations 
or the credit service rend ad. or otherwise operate to the benefit ot 
the owners of the Farm Credit agencies concerned, the users of t] 
farm credit agencies concerned, or American agriculture oenerally 


The twelfth district board has studied and has extensively consid- 
ered a e said bills and each of the propos ed changes therein ¢ ‘ont: ined: 
and it is of the opinion that none of the said proposed fundament: ul 
changes will remedy or remove any deficiency in ope rations or in the 
credit services rendered, improve present operations or any of the 
credit services rendered, or otherwise operate to the benefit of the 
owners of the farm credit agencies concerned, the users of the farm 
credit agencies concerned or American agriculture generally. 
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The twelfth farm creall oard will « u tS s aL\ i the said 
bill or any similar bills that may 1 trod the Congress, a 
it will consider any material of a re WV cl 1 ve a bearing 
upon the merits of this bill, so 1 tt rT Lay ul ti e fully 
informed as to the status of such proposed legislati« dl be 
tion to express its views thereor e lig fa ( 
the C@XISTING 
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STATEMENT OF J. A. CARNES, DIRECTOR, DISTRICT FARM CREDIT 
30ARD OF WICHITA, DUNCAN, OKLA 


wish to make a prelin . | 
Ly ill @ Ve 

MM brie IA. Carne \I ( f 
can, U Ll orga ect | ( ‘ \ ) | | \ 

nad rema etary oj I ‘ 
the produet lit ciation of 1 | uni 
oT Dusine ( Ssomethipe like Sv] ( 
present time 

| Wa the first cha rman ot the boa { ‘ | Vé ( ‘ 
on the farm credit board ot Wichita since WO DY Na ul ra 
Loan Association and PC A’s of the 1 nth, adisti C. 

I feel a very great grat tude. Mr. Aiken. to t] farmers of that sé 
tion for the manner in which they have honored ( st onerate 
my own farm and expect to stay there. Ihave no desire to leave D 


can whatsoever. 
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As a member of the board at Wichita for these years, we have had 
a good many ups and downs with the credit situation. I had no ob 
jection whatsoever to the Farm Credit Administration as it was when I 
served on it asa board member. The fact of the business is that I was 
elected and then appointed by the old farm board in Washington. I 
appreciate that very much. I regretted very much to see the farm 
credit system in 1933 be passed under the Department of Agriculture, 
but I presume I was prejudiced. 

I have now served on the Farm Credit Board since it has been under 
the Department of Agriculture, and I can see no objection whatsoever. 
[ think it has done a magnificent job. Iam particularly talking about 
the ninth district, as well as the Nation, so I have no objectiol s what 
soever to it remaining under the Department of Agriculture, and as 
. board at Wichita we have no objections whatsoever to remaining 
under the Department of Agriculture because we | the system, 
in extending credit, both long term and short-term credit, has been 
wood, and it is 200d at this time. 

It might | e considered that we were throw Inga little bouquet at our 
selves, but we do not mean it that way. We think that it has been 


well manag din the past and at the pre sent time. At least, there has 
not been any major scandal of our activities in mangement of these 
units. We are not fully convineed that this bill which was discussed 
at our last meeting—will make an improvement over what we have at 
the present time. 

We fail to see where any improvement could be made. I was no 
fied by Charlie Thompson, chairman of the 12-man committee, Jus 
. few days ago Lhavea copy of his letter here. telling that this hear 
Ing was going to he held. 


I ealled the chairman of the board and I asked him whether I] 


he iid app ir or not He authorized me to come here ind speak On 
behalf of the board | have a resolution here, M ‘ Chairmat > th if 
was passed hy out hoard concerning the LOD” act. 


The CratrMan. Do you mean the bill that was introduced in 1952? 

Mr. Carnes. That is right. Of course. we had the 1953 bill at ow 
last meeting, and we discussed the 1953 act. which is an improvement 
to some extent over the 1952, but in substance we think is about as was 
the 1952 bill. 

The Cuarreman. I think, Mr. Carnes, I can say that the 1952 bill 
was introduced at the last minute simply to give the people interested 
somethn a” to talk about and to thinl about anc to decide how they 
felt about it without serious intentions of putting that bill through 
at the last session of the Congress, and I think the improvements in 
the 1953 bill are probably largely due to criticism of the 1952 bill. 

Mr. Carnes. I think so, Mr. Aiken. I do not think there is any 
question about that . 

The CHarrmMan. Do you want your resolution relating to the 1952 
bill put in as part of vour remarks? 

Mr. Carnes. I will put it in, or I would like to read it though. 

The Cnarmman. All right. 

Mr. Carnes. We certainly did not know that the Budget Bureau 
here in Washington had made suggestions concerning this bill, and 
we are certainly not posing as smart, but we had pointed out the 
same objections down at Wichita; namely, the manner in which the 
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The Cuatrman. Yes, Mr. Bober. Do you wish to make a particular 
comment on Mr. Carnes’ remarks / 

Mr. Boper. Yes. 

The Cuairman. Yes, I think this is the time to do it, if you wish. 

Mr. Boser. It is a fact that every board has a majority of members 
Which are Government appointed instead of elected by the stock- 
holders at the present time; is that not correct ? 

Mr. Carnes. I am an elected man. 

Mr. Borer. Yes, but I said the majority of your directors are Gov- 
ernment appointed, are they not ¢ 

Mr. Carnes. That is true, with this modification to that statement: 
\s you know, in the national farm loan associations, they nominate 

men, and from the 3 high men, the Governor selects 1 of the 3. 

Mr. Borner. Then your district has a supervisory committee, Mr. 
Sandford, of Pueblo, Colo., is the chairman: is that net correct / 

Mr. Carnes. Yes, [ know him very well. 

Mr Bont R, He has heen elected by the clirectors of the national 
farm loan association in the region of your district and later made 
chairman representing the stockholders of your district and spe viking 
ci rectly for the members anc stockholders, the erassroots who have 
been supporting this bill, and he has met with us a half dozen times 
ind is in full agreement with the objectives of this bill. He conveyed 
the message of the ranchers and the farmers in his district who are 
very much 11) favor of acquiring more participation and ownership 

the svstem. We have had the same situation in our district. Five 
members out of the 7 have been lukewarm to this bill, while 785 
stock iolders, directors of our associations, at their annual stock 
holders’ meeting, the members who actually owned the system, the 
“ sociations, as well as the banks’ have expressed themselves LOO 
percent in favor of this bill. 

Mr. Carnes. Mr. Aiken. I have a wire here in my hand from Mr 
Sandford. May I read it ? 

Phe CuatrMan. Under what date? Yes, you may read it. 

Mr. CARNES. When ] ippeared asa board member at a meeting in 
January, in Washineton—we are as farmers scattered, and it is hard 
for us to see each other daily. That isa foregone conclusion, is it not? 

The Cirarrman. I would say so. 

Mr. Carnes. In January, when I was to appear before the 12-man 
committee here in Washington and wanted to speak the sentiments of 
my people, and I certainly have not ever wanted to misquote any man, 
I wired a number of owners of farm credit units. IT have a copy if he 
cares to read the wire, so that I could get the views of those men as to 
their position. Mr. Sandford is an outstanding citizen of the western 
part of the United States. This wire is not my opinion, this is his 
opinion. 

This was his wire back to me: 

Present farm credit legislation is accomplishing desired results. Keep farm 
credit as far from politics as possible. Would sanction no changes that create 
more high-salaried jobs We recommend changes in a good workable law. 


The CHarrman. When was the date of that telegram ? 

Mr. Carnes. January 26, 1953. 

The Cuarrman. The Chair notes the telegram is dated January; 
the bill was introduced March 30. Therefore, it could not apply to 
the bill in question. 
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Mr. Carnes. I was asked to give this man’s views. 

The CyHarrMan. We are glad to get your views, Mr. Carne sa 
pioneer in the field of farm credit. 

Mr. Anperson. Mr. Chairman, may I make one statement in regards 
tothe district ? 

The CHairman. Yes, Mr. Anderson 

Mr. Anperson. As | remember, yesterday morning Mr. Corlett 
from the same district and a member of our committee, in his opening 
testimony said he could not speak for his membership, and that is the 
question that has been bot he ring us: why the membersh pare not in 
formed on these things. | 

The CnatrmMan. The committee is used to these thi os, and we re¢ il 
ize that you do not have unanimity of opinion not only in an orgat 
zation, but even within a Government board of the organization, and 
those things have to be taken into consideration in drawl fy our con 
lusions and recomme nding legislat Ol 

This concludes the heat he's ¢ the S. L505 at this time \fter the 
Department of Agriculture is prepared to testify and to ‘ 
recommendations as it sees fit, we \ 1 th ive another pul 
ing at which all of those who have testified yesterday and today a 
invited to be present if they so desire, 01 f they cannot | present t 
make such comment as they see ht on the testimony give) by t De 


partment officials. 


We willask the Department of \o7 | PTO nNrovie er ( CoO 


o ( 
of their testimony so that en of those vho ve testified on the bil 
up to the present time \ ill be able te ive a Copy ol 

Tomorrow we are going to hold a da ring I 
mports of wheat ela fed a infit for | ! Ce WW T1OT { l 
be recalled that last winter we had a 1] l rie GO { 
and at that time it as indicated that furthe go té 
be made by the Department of Agriculture on this matte 
Bureau of Customs would attempt to wor ut some sort of 
tions which would overcome the difficulti had bee 
tered in the past, i) cl tomorrow we 1] have re | resentiat Ot 
Treasury Department, the Bureau of Customs, and the Department « 
Acriculture before us. 

(Whereupon, at 1:04 p.m the committee was adjourned to recor 


vene at 10a.m., Wednesday, May 15, 1953.) 
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TUESDAY, MAY 26, 19 


Untrep Srates SENATE, 

COMMITTEE ON AGRICULTURE AND Forestry. 

Was gton, D. ¢ 

The committee met. p — : 

Senate Office Building, Washington, D. C.. S 
of Vermont, presiding. 

Present: Senators Aiken (chairman ), Hickenlooper, Schoeppel, and 

Hoey. , a 

The CHatrmMan. The committee will come to order. It will be 


recalled that at the previous hearings on S. 1505 the Department of 
Agriculture or its representatives did not testify except very briefly. 
It will also be recalled that the reason was that the Bureau ot the 
Budget had raised some questions as to the prov sions of 1505 and 
wanted some time for further study of the bill and to make certain 
recommendations. 

Since we recessed hearings on =. L505, we have rece ved a report 
from the Department of Avriculture, recommending enactment of 
=. 1505. subject to certain amendments. ‘These amendments, which 
relate mainly to the protection a1 d retirement of Government capital 
and the appointment and compel sation of personne l, would— 

(1) Require submission to Congress of recommendations for re- 
tiring the Government’s investment in district institutions: 

(2) Permit the Pres dent to make apop ntments of Federal Farm 
Credit Board members after considering, rather than “upon” recom- 
mendations of local units; 

(3) Give the President power to approve or remove the Governor 
of the Farm Credit Administration pending retirement of 
ernment’s investment in district institutions; 

(4) Reduce the maximum salary of the Governor from $20,000 to 
$15.000 to bring it in line with salaries for positions of comparable 
responsibility ; 

(5) Make it clear that appointment of personnel by the Governor 
is to be subject to the Classification Act 

(6) Make it clear that the wholly aliiiiaal, -owned corporations, 
the Federal Farm Credit Board, and its staff will be subject to the 
Government Corporation Control Act and the Budget and Ac- 
counting Act; 

(7) Provide for transfer of the functions of the Division of Co- 
operative Marketing to suc ‘h agencies as the Secretary may determine, 
instead of to the Agricultural Research Administration ; 

(8) Make it clear that costs of examination and administration by 
FCA will continue to be assessed against district institutions; 


the Gov 
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(9) Make it clear that expenditures by FCA will be subject to laws 
generally applicable to Government agencles: and 

(10) Make several technical corrections. 

The changes suggested DY the Department, both substantive and 
technica 9 have peen incorporated in the May 21 committee print ol 
S. 1505, now before us. 





(‘I he above-mentioned loc ument is as follows:) 


», S3d Cong Ist ses 


Matter to be omitted enclosed in black brackets 


A BILL 7 nerease fa ‘ participation in ownership and control of the Federal Far 
Credit System; to make the Farm Credit Administration an independent establish t 
f the I eral Government; to e1 ea Wederal Farm Credit Board; to abolish cer 
flices ; to impose a franchise tax upon certain farm credit ins itions nd for 


Be it enacted by the Senate and House of Representatives of the United State 
/ 


of America in Congress assembled, 


PIL 
SECTION 1. This Act may be cited as the “Farm Credit Act of 1953." 


DECLARATION OF POLICY 


Sec. 2. It is declared to be the policy of the Congress to encourage and facili 
tate increased borrower participation in the management, control, and ultimate 
ownership of the permanent system of agricultural credit made available through 
institutions operating under the supervision of the Farm Credit Administration, 
and the provisions of this Act shall be construed in keeping with this policy 
The Federal Farm Credit Board hereinafter provided for shall within one year 
after appointment make recommendations to the Congress of means, supple 
mental to those provided by this Act, of carrying into effect such declared 
[policy] policy, including, but not limited to, means of increasing borrower par 
ticipation in ownership of the Federal Farm Credit Sustem to the end that the 
investment of the United States in the Federal intermediate credit banks, pro 
duction credit corporations, Central Bank for Cooperatives, and regional banks 
for cooperatives may be retired 


FARM CREDIT ADMINISTRATION 


Sec. 5. The Farm Credit Administration shall be in the Department of Agri 
culture. The Secretary of Agriculture shall report to the President with respect 
to the operations and functions of the Farm Credit Administration. The Federal 
Karm Credit Board, hereinafter provided for, shall have direction, supervision, 
and control of the Farm Credit Administration and of its operations and fun¢ 
tions, as in this Act provided 


FEDERAL FARM CREDIT BOARD 


Sec. 4. (a) There shall be established in the Farm Credit Administration, a 
Federal Farm Credit Board (herinafter referred to as the “Board”’). Said 
Board shall consist of thirteen members. Twelve of the members, one from each 
of the farm credit districts of the United States, shall be known as appointed 
members and shall be appointed by the President with the advice and consent of 
the [Senate, upon] Senate, In making appointments to the Board the Presi 
dent shall have due regard to a fair representation of the public interest, the 
celfare of all farmers and the various types of cooperative agricultural credit 

terests;: shall qaive special consideration to persons who are experienced in 
cooperative agricultural eredit;: and shall, before making such appointments, 
receive and consider nominations made as follows: The national farm loan 
associations in the district shall designate one nominee, the production credit 
associations in the district shall designate one nominee, and the cooperatives 
which are stockholders or subseribers to the guaranty fund of the bank for 
cooperative of the district shall designate one nominee, in accordance with the 
procedure prescribed in sections 5 (e) and 5 (f) of the Farm Credit Act of 1937 
for the nomination and election of members of a district farm credit board, 
except that only two persons receiving the highest number of votes shall be 
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included in the list of nominees prepared as esult of the voting wm e 
procedure prescribed n said section 5 e) provided tha the hames ¢ h 
who are tied for second place as a result of said ve ¢ shall be include ‘ 
list; and in case of a tie in the oting unde the procedure prescribed i sa 
section 5 (f) the procedure prescribed therein sl be ower g | 
tie is broken; and provided that if the same person would « se | tl 
list of nominees of more than one of sa groups as a eS t of e voting é 
said section 5 (e) he may choose th one sft on w S } ' 

and otherwise his name shall appear only on the st of the two highes es 
of the group which gave him the highest perce ge of its votes Subse 
appointments shall be made [upon e nomi : d i ke anner] 
receiving and considertng noi at 4 f ' 

(b) Each appointed member of said Boa ‘ be a « mn of the 1 
States and shall have been a resident of the far credit distri f 
appointed for not less than ten years next preceding I ) ‘ ! 
removal of residence from the district during his tenure sha perate 
mination of his membership on said Board No ap] ted ermbe 
Board shall be eligible to serve for more than one full term of vears nd 
in addition, a term of less than six ye f he is one of the first 1 rs to be 
[appointed for] appointed, or is appointed to fill, the unexpired port fo 
term expiring before his appointment to a full tern No person shall be « e 
for nomination or appointment to membership as an pointed membe id 
Board if such person has within one year next preceding the commencement of 
the term been a salaried officer or employee of the Farm Credit Ad 


or a salaried officer or employee of any corporation operating under the su] 
vision of the Farm Credit Administration Any person who is a member of the 
district farm credit board when appointed as a membe 
Credit Board shall resign as a member of the district bo: 
duties as a member of the Federal Farm Credit Board 





‘ es 
an appointed member of said Board shall be eligible to e as 

member thereof if such person becomes a member of any district farm credit 
board, or an officer or employee of the Farm Credit Administration, or an officer 
or employee of any corporation operating uncer the supe sion f the Farm 


Credit Administration. 

(c) The term of office of the appointed members of said Board shall be six 
years, beginning with the first day of the calendar month in | 
takes effect, and such members shall serve 
pointed and qualified ; however, of the first 
under, two shall be appointed for a term of ‘ ‘ ‘ 
term of two years, two for a term of three years, two for a term of four years, 
two for a term of five years, and two for a term of six years. All vacancies in the 
offices of appointed members on said Board shall be filled for the unexpired por 
tion of the term upon like nominations and by like appointments as herein 
provided for the appointment of the first such members of said Board 








(d) The thirteenth member of the Board shall be designated by the Secretary 
of Agriculture, shall serve at the pleasure of the Secretary, and shall be know! 
a sth Secretary’s Representative on said Board He shall be a citizen of the 
United States and shall have been a resident of the United States for not less 


than ten years next preceding his designation to membership on said Board. No 





person shall be eligible to be designated by the Secretary or to serve as é 
Secretary’s Representative on said Board, if such person is a member of a d 
trict farm credit board, an officer or employee of any corporation operatil 
under the supervision of the Farm Credit Administratior The Secretary 


Representative shall not be eligible to serve as Chairman, Vice Chairman 
Secretary of the Board, but shall otherwise possess al rights and privileges of 
membership on said Board. 

(e) As soon as practicable after the memberships on said Board have beet 
filled as in this Act provided, the members of said Board shall meet, subscribe 
the oath of office, and organize by electing from the appointed members a Chair 
man and a Vice Chairman; and said Board shall appoint a Secretary f witl 
in or without its membership as it may see fit. The Board shall elect annui 
for a term of one year the Chairman, Vice Chairman, and Secretary, who shall 
serve until their successors are elected and take office. The Chairman sl 
preside at all meeting and the Vice Chairman shall preside in the absence or 
ability of the Chairman. The Board may, in the absence of both the Chair 
and Vice Chairman, elect any appointed member to act as Chairman pro te 
Seven members shall constitute a quorum of the Board for the transaction of 
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business. The Board may function notwithstanding vacancies provided a 
quorum as herein established shall be present. The Board shall meet at such 
times and places as it may fix and determine, but shall hold at least regularly 
scheduled meetings a year; and special meetings may be held on call of the 
Chairman or any three members of the Board. 

(f) Keach member of the Board shall receive the sum of $50 for each day or 
part thereof spent in the performance of his official duties, which compensa 
t wwever, shall not be paid for more than seventy-five days (or parts o 


} 


Lt any calendar year; and shall not be paid to the Secretary’s Representa 


e 
isa full-time officer or employee of the United States, or such payment 


vise prohibited by law; and in addition, shall be reimbursed for neces 

istence, and other expenses incurred in the discharge of his 

. Without regard to other laws with respect to allowances which may 

mad 1 account of travel and subsistence expenses of officers and employed 
personne! of the United States. 

(g) The Board shall adopt such rules as it may see fit for the transaction of 

business, and shall ) rmanent and complete records and minutes of its 


cts and proceedings. 
GOVERNOR O ARM CREDIT ADMINISTRATION 


5. (a) The Board shall appoint a Governor of the Farm Credit Adminis 
(hereinafte eferred to a the Governor”) who shall serve at the 
1 


ire of the Board, and who shall, subject to the general supervision and di 


of the Boi ‘ to matters of a broad and general supervisory, ad 
or policy nature, and except as otherwise herein specifically provided, be 
1e execution of this Act, all Acts amendatory thereof and sup- 
plemental thereto, and all Acts creating the powers, functions, and duties of the 
Farm Credit [Administration] Administration: Provided, however, That pend 


ing retirement of Government capital in institutions supervised by the Farm 


resp nsible for t 


Credit Administration, the appointinent of the Governor shall be subiect to the 


ipproval of the President; and during such period the President shall have power 
to require the removal of the Go ior 


(b) The Board shall fix the e« npensation of the Governor: d, That 
alury of the Governor shall not exceed cs 10,0009 $15,000 a year, togethe 
necessary traveling and subsistence expenses, or per diem allowance in 

lieu thereof within the limitations prescribed by law, while away from his oflicial 
station upon official business. 

(c) It shall be the duty of the Governor to comply with all orders and 
directions which he receives from the Board; as to all third persons, all acts of 
the Governor shall be conclusively presumed to be in compliance with the order 
and directions of the Board. 

(d) The Governor shall appoint such other personnel as may be necessary 
to carry out the functions, powers, and duties vested in the Farm Credit [Ad 
ministratic nj {dministration, subject to the provisions of the Classification Act 
as amended. The Farm Credit Administration shall consist of the Board, the 
Governor, and such other personnel as are employed in carrying out the 
functions, powers, and duties vested in the Farm Credit Administration. All 
functions, powers, and duties of the Farm Credit Administration, except those 
herein conferred upon the Board shall be exercised and performed by the Gov- 
ernor and may be exercised and performed by him through such officers and em- 
ployees of the Farm Credit Administration as he shall designate. 

(e) The term of oflice of the incumbent of the oflice of Governor of the Farm 
Credit Administration appointed before the effective date of this Act and hold 
ing ofiice on that date shall terminate on that date and said office shall thereby 
become vacant: [Provided, That if as of that date the Board for any reason 
has not entered upon the discharge of its duties the Secretary of Agriculture 
shall designate an assistant to the Secretary to serve as Acting Governor of the 
Farm Credit Administration and such Acting Governor shall exercise and per- 
form all functions, powers, and duties vested by this Act in the Farm Credit 
Administration until his services are terminated by the Board] Provided, That if 
as of that date a Governor has not been appointed, and qualified, under this Act, 
the Sceretary of Agriculture shall designate an assistant to the Secretary to 
serve as Acting Governor of the Farm Credit Administration and such Acting 
Governor shall exercise and perform all functions, powers, and duties vested in 
the Farm Credit Administration until the appointment and qualification of a 
Governor as in this Act provided. The Acting Governor shall be subject to the 
powers of the Board when the Board has been appointed and qualified. 
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the Farm Credit Administration with respect to and over production credit asso- 


ciations, their officers and employees, in the farm credit district wherein such 
production credit corporation is located, as may be determined to be in the 


interest of effective administration; and, in either case the duties, powers, and 


“uuthority so delegated shall be performed and exercised under such conditions 


and requirements and upon such terms as the Farm Credit Administration may 
specify Any Federal land bank or production credit corporation to which any 
such duties, powers, or authority may be delegated is hereby authorized and 
empowered to accept, perform, and exercise such duties, powers, and authority 


as may be so delegated to it. 
DIVISION OF COOPERATIV! MARKETING TRANSFERRED 


Sec. 9. There is hereby transferred from the Farm Credit Administration to 
the [Agricultural Research Administration in the Department of Agriculture, 
as a bureau of such agency,] jurisdiction and control of the Secretary of Agri 
culture, the Division of Cooperative Marketing (by whatever name now called), 
authorized and created under and by virtue of an Act of Congress of July 2, 
1926 (Publie 450, Sixty-ninth Congress), entitled “An Act to create a Division of 
Cooperative Marketing in the Department of Agriculture; to provide for the 
acquisition and dissemination of information pertaining to cooperation; to 
promote the knowledge of cooperative principles and practices; to provide for 
calling advisers to counsel with the Secretary of Agriculture on cooperative 
activities; to authorize cooperative associations to acquire, interpret, and dis- 
seminate crop and market information, and for other purposes’, together with 
all functions pertaining to the work and services of such Division, its personnel, 
property (including office equipment), assets, funds, contracts, and records used 
and employed in the execution of its functions, powers, and duties, and so much 
of the unexpended balances of appropriations, allocations, and other funds avail- 
able or to be made available for salaries, expenses, and all other administrative 





t 


expendtures as the Director of the Bureau of the Budget shall determine, for use 
in the execution of the functions, powers, and duties of said LDivisions in said 
De} artment] Division. The functions of said Division shall be assigned to or 
affiliated with such agency or agencies of the Department of Agriculture as the 


Necretary may determine, 
FRANCHISE TAX PROVISIONS 


Sec. 10. Section 23 of the Federal Farm Loan Act, as amended, is further 
amended by adding at the end thereof a new paragraph as follows: 

“Notwithstanding any other provision of this Act, in the cuse of a Federal 
land bank having outstanding capital stock held by the United States during the 
whole or any part of a fiscal year, said bank shall, after complying with the 
reserve requirements of the preceding paragraphs of this section and before 
declaring any dividends to shareholders, pay to the United States a franchise 
tax equal to 25 per centum of its net earnings then remaining, not to exceed, 
however, a rate of return on such Government capital equal to the average net 
interest cost of financing direct obligations of the United States during the fiscal 
year of the United States ending next before such tax is due (such rate to be 


determined by the Farm Credit Administration upon the basis of data obtainable 
from the Secretary of the Treasury).” 

Sec. 11. Section 6 of the Farm Credit Act of 1933 is amended by adding at 
the end thereof a new paragraph as follows: 

‘(e) Bach production credit corporation shall, at the end of each fiscal year 


(1) apply its earnings described in subsection (c) of this section in accordance 


with the provisions of subsections (¢c) and (d) of this section; and (2) apply its 


earnings from all other sources, first, to the payment of any operating expenses 
for the year remaining unpaid; second, to restore losses and impairment of 
eapital, if any, of the corporation; third, to the creation and maintenance of a 
surplus equal to 25 per centum of the paid-in capital of the corporation; fourth, 
te the payment of 25 per centum of its earnings from all sources then remaining 
to the United States as a franchise tax; and fifth, to the payment of the re 


rin a ae "ri? ft it « T ] ‘ * 
maining earnings into its surplus account 


36 of the Farm Credi 


SEK i2. Section 


> 
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The Central Bank for Cooperatives s at the end of its fiscal year, apply 
the amount of its earnings in excess of operating expenses during such fiscal 


First, to making up any loss ond, to the restoration of the 
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(2) Notwithstanding the above provision with respect to the appointment of 
district directors, oue additional member of said board shall be elected by each 





of the groups aforesaid (national farm loan associations and borrowers through 

nee production credit associations, and cooperatives which are stockholders 
or subscribers to the guaranty fund of the regional bank for cooperatives of the 
district and serve in lieu of a district director, under the following circum- 


stances and conditions: 


A) Whenever, as deter by the Farm Credit Administration, the sum 





of the capital stock held by n: farm loan associations, surplus and reserves 
fa Federal land bank 1 or exceed 66°24 per centum of the total of 
the capital stock, surplus, and reserves of such bank as of the date three months 
be the expiration of the term of oflice of the district director (or third dis- 
i Lite whose term next expires, the successor to such director shall be 
f l by t national fai in associations of the district in the manner 
n provided, shall be known as an elected director, and successors to that 
ofc ( o elected and k wh f terin to term while such conditions 
I Provided, That if and when, : determined by the Farm Credit Ad 
m stration, such conditions do not obtain as of the date three months before 
he expiration of the term of office of any director so elected unde the provisions 
subparagraph, the cessor to such director shall be appointed by the 
ernor of the Farm Credit Administration by and with the advice and consent 
leral Farm Credit Board, shall be known as a district director, and 
cessors to that office shal e so appointed and known f m term to term for 
such terms as appointment is not precluded by the election of an additional 
ector by one of the groups aforesaid as herein provided: And provided fur- 
ther, That such natfenal farm loan associations shall again and from time to 
time elect one additional director as aforesaid if and when the required condi- 
tions named in this subparagraph shall be determined to obtain as aforesaid. 
B) Whenever, as determined by the Farm Credit Administration, the 
m of the capital stock held by perso ther than the production credit 
corporation of the district, surplus and reserves of the productio redit asso 
ciations (collectively) of a f redit district shall equal or exceed 6624 per 
centul f the total of the capit stock, rplu nd reserves of the production 
‘ issociations (« ective of said istrict a ot ! aa three months 
‘fore the expiration of the term of office of the district ¢ ector (or third district 
director hose term next expires, the succeesser to such director shall be elected 
bv the “oluction credit associations of the district in the manner herein pro 








ided, shall be known as an elected director, a ecessors to that office shall 

be so elected and know om term to tel while such conditions obtain: 
Provided, That if and when, as determined by the Farm Credit Administration, 
sucl mditions do not obtain as of the date three months before the expiration 
f the te ot thie of anv director so elected under the provisions of this 

ibpar iph, the suecessor to ch director shall be appointed by the Governor 

f the Farm Credit Administration | nd with the advice and ¢ ent of the 

Federal Farm Credit Board, shall be known as a district director, and sue 
cessors to that office shall be so appointed and known from term to term for 
such terms as appointment is me j he ¢ on oO nD dditional 
director hy one of the roups i fores ld as he ‘eln pro ided: { d provide 1 
Nhe That such production credit associations shall again and fro time 

to time elect one additional director as aforesaid, if and when the required con 
ditions named in this subparagraph shall be determined te btain as aforesaid. 
C) Whenever, as determined by the Farm Credit Administratio the sum 


of the capital stock and subscriptions to the guaranty fund held by cooperatives 
which are stockholders or subseribers to the guaranty fund of a regional bank 
for cooperatives, surplus and reserves of said bank shall equal or exceed 6624 
per centum of the total capital stock, subscriptions to the guaranty fund, surplus 
and reserves of said bank as of the date three months before the expiration of 
the term of office of the district director (or third district director) whose term 


next expires. the successor to such director shall be elected by the cooperatives 
which are stockholders or subscribers to th uaranty fund of said bank in the 

inner herein provided, shall be known as an elected director, and successors 
to that office shall be so elected and known from term to term while such con 
itiens obtain: Provided, That if and when, as determined by the Farm Credit 


Administration, such conditions do not obtain as of the date three months 


bef the expiration of the term of office of an dire r so elected under the 


provisions of this subparagraph, the successor to such director shall be appointed 


by the Governor of the Farm Credit Administration by and with the advice and 





Ae, 




















consent of the Federal Farm Credit Bo 1, sl he ! s st 

é and successors to that office shall be so appointed and known from te to tern 

for such terms as appointment is not pr ile he election of an additional 
director by one of the groups aforesaic here provided: Pro I Hee 

f That such cooperatives hich are sto ers Ol bseribers to the guaranty 
fund of said bank sh again and fre t ‘ t e ele one addition irectol 
as aforesaid if and when the required ¢ ons ed in this subparagraph 

- shall be determined to obtain as aforesai Provided f the Phat at no til 
and under no conditions sl there be in office tl one or more lan two 
members of said board who are serving | ( ( ny one of e groups 
aforesaid (national farm loan associations and borrowers through agencies, pro 
duction credit associations, and cooperatives are stockholders or sub 
scribers to the guarant fund of the re ! | By cooper: ‘ of the 
district) : And provided furthe That if tw ‘ I re of sait oups nak 
the terms al provisions hereof, become qualified to ¢ t an additior direct« 
pending the expiration of the term of « e the d t director or third 

# district director) hose te next expire pre re ‘ be give first to 
national farm loan associations al borrowers ft] ugh agencies, next ft p 

¥ duction credit asso tions, and next ( f vhicl re ( olders 

t or subscribers to the guaranty ful ( ‘ k for cooype ves, to 

, elect an additional director as het he te of office of « I 

4 tors, including the third district ! r if he be s in offic xp 

a 16. (a) Any other p sions of \ t ntr ( standi 

} the effective date of this Act any prod on credit associati 1 wi 

° the approval of tl President of the Production Credit Corpor: ind of the 

Farm Credit Administratio ssue non g preferred stock » be W s 
class C stock, which may be purchased helk production cred | 

; tions and by investors: Provider Phat the i é Ss! stock s he 

‘ thorized by vote of not less than two-t rds « tanding shares f < \ 
stock of the association (other than shares he b e Production Cre Co1 

f poration) by the holders thereof in person or | I and by vot f t less 
than two-thirds of the outsanding share f B stock of the 


by the holders thereof in person or } ro 1 for this pur e |] ers of 





+ ore 





class A stock (other than the Production Credit Corp ti holders 
class B stock shall be entitled to one vete for ¢« 1 shi of stock he ther 
3 (b) Sueh class C stock of suc issociations shall be divided into res of $5 
; each. The resolution of the stockholders t the ‘ lass C 
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y privileges, restriction minitations nd q tions fectir 
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. qualifications ; al ¢ res e rest k 
i holders authorizing the issuance thereof a1 in the e of stock ite 
' PPROPRIATIE¢ S AND EXP! ) I 
é 6 Sec. 17. (a) There are authorized to be appropriated h ms sn he 
t necessary Or appropriate for administering the pre sions of this [Ac P ) ed, 
j That the cost oO; ¢ } aro ind of yi sf 4 Su ( j } 
7 Credit tdministratic shall eontinue to he sip wled hi ILLER fe ¥ ringt 
institutions supervised by the Farm ( jit Ad eftration a provi ed i the 
. Department of Agriculture Organic Act of 1944 
(b) Farm Credit Administration may, within the limits of funds available 
therefor, and subject to provision f lav ie plicable ton G ment 
agencies, Make ne iry expenditures for personne ervices and rent ! 
‘ seat of poverhment ata ¢ vhere; contract ste graphie reporting se es; pu 
i chase and exchange of iwbooks, book of refere neriodicals. 1 vspaper 


expenses of attendance at meetings and conferences; purchase, operation, and 


maintenance, at the seat of government nd elsewhere, o m r-propelled 
passenger-carrying vehicles and other vehicles; printing and binding nd for 
such other facilities and services as it may from time to time find necessary for 


the proper administration of this Act 
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Sec. 18. This Act shall take effect [ninety] one hundred and twenty days 
after the date of its enactment: ane ided, however, That immediately following 
the enactment of this Act the Farm Credit Administration shall proceed with the 
designation of nominees as provided in section 4 (a) hereof and the members of 
the Federal Farm Credit Board shall be appointed or designated sufficiently 
in advance of the effective date of this Act to enable said Board to prepare to 
enter upon the discharge of its duties upon the effective date of this Act; and 
after the effective date of this Act, the compensation and expenses of the Board 
members shall be paid, as provided herein, from the date on which their appoint- 
ments became effective, out of any funds available for the payment of admin- 
istrative expenses of the Farm Credit Administration. 

Sec. 19. All Acts or parts of Acts inconsistent with the provisions of this Act 

re hereby re pealed to the extent of such inconsistency. 

Sec. 20. (a) If any provision of this Act, or the application thereof to any 
person or circumstances, is held invalid, the remainder of the Act, and the appli- 
eation of such provisions to other persons or circumstances, shall not be affected 
thereby. 

(b) The right to alter, amend, or repeal this Act is hereby expressly reserved. 

Amend the title so as to read: “A bill to increase farmer participation in 
ownership and control of the Federal Farm Credit System; to create a Federal 
Farm Credit Board; to abolish certain offices; to impose a franchise tax upon 
certain farm credit institutions; and for other purposes.” 

The Cuatrman. Also I might say that the Under Secretary of 
Agriculture, Mr. True Morse, was to be here this morning but was 
excused in order to keep an appointment with the President at this 
time. He had pre pared a statement which was to have been deliv- 
ered to us. It carries dil antially the same information as the 
report of the Department which I have just read an analysis of. 

Mr. Morse will be available for questioning if the committee so 
desires. However, each member of the committee has a copy of his 
statement he prepared for them, and it may not be necessary to call 
him. In fact, it appears to the ec hi airm in that it might be advisable 
to have a small subcommittee of 2 or 3 members of this committee 
go over these recommendations ak perhaps do a little more inten- 
sive work on the bill and analyze the proposals and perhaps put it in 
better shape than we can do around the table with sins full committee. 

However, we will consider that later. 

At this point we will insert the statement of the Under Secretary 
of Agriculture and also a letter to me from Mr. Morse. 

(The above-mentioned documents are as follows:) 


DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 19, 1953. 
Hon. Grorce D, AIKEN, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

DeAR SENATOR AIKEN: This is in reply to your request of March 31, 1953, for 
a report on 8. 1505, a bill to increase farmer participation in ownership and 
control of the Federal farm credit system; to create a Federal Farm Credit 
Board; to impose a franchise tax upon certain farm credit institutions, and 
for other purposes, 

This letter is also supplemental to the statement on this bill which I made 
before your committee on May 11, 1953. In that statement it was indicated 
that there were three principal phases of the proposed legislation which the 
Department desired to study further. It was pointed out, however, that the 
Department supported the principles of the proposed legislation and desired to 
commend the farmers and their organizations for their interest and efforts in 
developing legislation for the improvement of the farm credit system. 

I am pleased to report that as a result of joint conferences between represen- 
tatives of the sponsors of the bill and their attorney, members of the President’s 
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staff, including the Director of the Bureau of the Budget, ar f the Depart 
ment, general agreements have been worked out w ch remove I ques ns 
that existed in the proposed legislation ins ras this Depa nt is erned, 


These changes are as follows: 








One underlying purpose of the legislation wa » provide derly methods 
for retirement of the Government capita n the svstem to the end tl ll the 
farm credit agencies would be owned by thi irme and tl mer organiza- 

ons as so 1S 1 < ‘ led 
within 1 year after appointment, wou ! e re¢ endations to the Congress 
supplemental to those provided for } for carrvin ‘ 
of the iw into effect rhos¢ l s inclu l incre , ship 

The bill, howeve was cle i w | 
be made t n( 

To he bi nite g ! 
he to provid 2 vs ‘ } 
Gove eanita ¢ edera P i 
cre itions ad ( nt l S 
Tol es, Wi 1 | le ¢ 1 ( ! 
ment of the Fede Farm Cred Board Ame ent No. 1 on the att: ed 
ist would make this e¢1 ve in the bi 

Section 4 of the bill provides for a Federa ‘arm Credit Board consisting of 13 
members One member would be apy ( from ¢ 
the United States by the President h the ‘ f the S te 
The appointment would be made fro i st of ! ! f r t t 
selected, 1 each, by the national farm n : l edit : 
ciations, and the farmers’ cooperatives wl } e stockho rs or subseribers to 
the guaranty fund of the banks for cooperative 

The term of office of the appointed members 1 be 6 vears. For ' st 
group appointed 2 would serve for 1 year, 2 for 2 years, 2 for 3 years, 3 for 4 
years, 2 for 5 years, and 2 for 6 vears I his w he terms of offices uld 


be staggered so that thereafter the terms of two directors would expire each year 


The 13th member of the Board, known as the Secretary's representative, would 


be designated by the Secretary of Agriculture to serve at his ] 

rhis arrangement would limit the author t] reside! ( of 
the 12 Board members from the lists of nominees chosen i! ich dist t by the 
associations and the borrowers from the har coope es 

There is a considerable bod of opinion t ( Sct t it rest! t f the 
President's discretion to appoint ent ! i? ist made ll) ae 
agencies is an improper limitation on the cons iti eSpol f the 
appointment of executive officials lo ; ic t I é n thus 
raised, it is recommended that tion 4 be le » provi { ’resi- 
dent in making appointment to the Board “shall have due regard to a fair repre- 
sentation of the public interest, the welfare of farmers the rious 
types of cooperative agricultural credit interests all give spe consideration 
to persons who are experienced in cooperative agricultural credit e 

The amendment provides further that in making these ppoit ents the 
President shall “receive and consider” the n ! ns made from each district 


by the production credit associations, the national farm loan associations, and 


the stockholders or subscribers to the g 


atives, as the bill provides. Amendment No. 2 on the t of propose end 
ments attached is designed to make the necessa ( ges in the bill to meet 
these points 

Another question noted in my prelimin: I it was in regard to the 
method of appointing the Governor, who would be tl ef executive officer of 


the Federal Farm Credit Board 

The Federal Farm Credit Board although in ft] Departme f Agri ture 
would not be subject to the general ithe v of e Se tary Che Se iry’s 
authority would be limited to reporting to the Pre le ibout matters ting 
the Board and to the influence which his representative as a member of the Board 
could bring to bear by participation in the po making questions that came 
before the Board. Except for these two functi e Fede ‘arm Credit Board 
would be an autonomous agen 


In these circumstances, it w felt that t pro ions of section 5. authoriz- 
ing the Board to appoint the Governor of the F: Credit Admit I on, who 
would be its chief executive officer, to se e the pleasure of the Board, did 
not provide a reasonably sufficient basis for the exercise of the President’s 


responsibility in safeguarding the public funds in the Federal farm credit system. 
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Those funds, as noted in my opening statement, exceed the investment of the 
farmers, notwithstanding the fact that the Federal land banks through the 
national farm loan associations, and about half of the production credit ass 
ciations, are wholly farmer owned. As of December 31, 1952, the capital stock 
owned by the Government in all of the farm credit institutions, considered col 
lectively, was $281,595,000, whereas, the capital stock owned by the farmers was 
$178,163,507. 

The President feels very keenly his responsibility for safeguarding the use 
of all Government moneys appropriated by the Congress. For that reason, so 
long as Government capital remains in the farm credit system, it seems appro- 
priate that the President should have the final approval of appointment of the 
chief executive officer of the farm credit system, and also should have the right 
to require the removal of this officer should it be advisable in the public interest. 

Accordingly, it is recommended that section 5 of the bill be amended to provide 
that pending the retirement of the Government capital in the system the Presi 
dent shall have the right to approve the appointment of the Governor of the 
Farm Credit Administration and shall lave the right to require his removal 
The amendment to section 5 (amendment No. 3 on the list attached) makes the 
necessary changes in the bill. 





Section 5 (b) of the bill provided that the salary of the Governor should not 
exceed $20,000 a year. This would authorize a much higher salary than those 


provided for other responsible positions in the Government of comparable impor- 
tance. For example, the authorized salary of the President of the Commodity 
Credit Corporation is $14,800 a year: for the Administrator of the Rural Elec 
trification Administration, $15,000 a year: for the General Manager of the Ten 
nessee Valley Authority, $14,500 a year. In these circumstances an amendment 
(No. 4 on the attached list) is submitted to section 5 (b) which provides that 
the salary of the Governor of the Farm Credit Administration shall not exceed 
$15,000. 

As indicated in my statement, there were certain matters of lesser importance 
where it was felt that clarification or changes were desirable. These changes, 
for which suggested amendments are submitted with this letter, are as follows: 


Amendment No. 5 on attached Lisi 


Change section 5 (d) to make ¢ that the personnel of the Farm Credit 
Administration appointed by the Governor will be appointed subject to the 
Classification Act, as amended 





{mendment No. 6 on attached list 


Section 6 of the bill has been clarified to make it definite that the wholly Gov 
ernment-owned corporations, the Federal Farm Credit Board and its staff (the 
Washington office) will continue to be subject to the Government Corporation 
Control Act and the Budget and Accounting Act. 


Amendment No.7 on attached list 
Section 9 of the bill provided that the Cooperative Research and Service Divi- 
sion of Farm Credit Administration, authorized under act of uly 2, 1926 (Public 


140, 69th Cong.), would be transferred from the Farm Credit Administration to 
the Agricultural Research Administration The Department is not yet certain 


whether the Cooperative Research and Service Division should be made a part 
of the Agricultural Research Administration or should be placed elsewhere in 
the Department Amendment No. 7 would give the Secretary discretion in the 
matter of reassigning the functions of this Cooperative Research and Service 


Division. 
tinendment No. 8 on atta hed list 


The lending and supervisory units of the farm-credit system are not supported 
by congressional appropriations. The expenses of operating the farm-credit 
system, provisions for losses and reserves, and for building reasonable surplus 
accounts are taken care of out of the operating income of the banks and asso 
ciations. The securities which the institutions sell to the investing public are 
not guaranteed by the Government, either as to principal or interest. The contri 
bution of the Government to the operation of those agencies is represented by the 
Government capital invested in the system 

It was the intent of the drafters of the bill that the expenses of maintaining 
the Federal Farm Credit Board (the Washington office of Farm Credit Admin- 
istration) would continue to be paid by assessments against the district institu 
tions. Section 17 (a) of the bill, which provides for appropriations, has been 
amended to make that point clear. 


* 





ss 


Pie 


& 


{mendment No. 9 on attaches st 


The provisions of section 17 ») have b 


é 
: sions of law genera applicable to Gover rel eS W ip o the 





Federal F: lit I 
Credit Administration 





1} ('y 











Amendments (a) te a usive. or 
e ments of a perfunctory nature sug sted | ¢ < ‘ 

With these amendments. the Depart1 eased to re mend « tment 
of the p oposed leg 

The Bure of tl Bude idvise l f 1 the ' int « he 9 
} P +} bj t t ‘ 1 

mvt ely yout 
| ID / 
PROPOSED AM oP SED | ( \ » (S 150 
Ss \ i \ 
1 Sec m 2 ize 2 ) ) } 7 4 

il (il I ad 
il wnersh tl Fed il fa ] 
ti tinted eS ede} t 
corporat enti I ( itive l 
ma e retired 

; section 4 1) ag >. Lime l ! he ~ ‘ é ' 

isert a period n line 2 de re , 
making appointments to the Board t I cle | e due re t< fair 
representation of bli I rest he ( ©} ( 
types of cooperative cultural credit i rests ] give specia nsider n 
to persons who are experienced in cooperat l ‘ ! nd 
before making such appointments, receive l 

In the same section, page 4, line 2, delet pon li nominations 1 
manner” and insert in lieu thereof the f ( I ifter rece I nd con 
sidering nominations made in like manne 

j >» Section 5(a), page &, line 8, add the f wing ntence [ / } 

Pending retirement of Government ¢ a n ins ons ervist 
Farm Credit Administration, the pou ! f the Gover } ‘ 
to the approval of the President: and durit e | sick } 
power to require the removal of the Govern 

ft, Section 5(D), page 8, lin 1, delete the 2 $20,000" and 
t} reof “$15.00 . 

Section 5(d). nage S me , f r the wor Ad l i I 
period to a comma and insert the following lect t 1e DI ! of the 
Classification Act as amended 

6. Section 6, page 9 ines P2 and 23 d é ! ?) ‘ ' ry 
adequate budgetary control over the Farm Credit 4 str e] er 
items (3), (4), and (5) in said section t , (3 ind (4) resp 

7. Section 9, page 13, lines 16, 17, and 18, delete \g1 fur I \ n 
istration in the Depart I of Agriculture sa bu 1 of y nd 
insert in lieu thereof “Jurisdictio d control of the Sec ry yg 

In the same section, pau 14 ime l dele ad Denar ' i 

® period followil the word “Divisi , and add the follo g The functions 
of said Division sha e assigned to or a | l ! I ( oO 





8 Section 17(a), ] eZ eZ g ‘ ad to 1 and L the 
if following: “provided, the cost of examina nad OF a : Supe 
? sion of the Farm Credit Ldmiinis tion s mtr " ed DY 
“assessments against instit ons s ined ie bal (‘redit Ad 
as provided in the Department of Agricu re ¢ ul \ f 194 
9. Section 17(b), page 26, Line $, C1 rte ne « ma 1 owine thie ora 
“therefor” the following: “and subject to provisions of fen lliy ap tl to 


Government agencies,” 
PERFECTING AMEND NTS 





(a) Section 4(b), page 4, line 12, insert foll I e WOl po 
comma, strike the word “for’ and insert in leu there¢ e f wing: “or is 


appointed to fill’, 
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(b) Section 5(e), page 9, lines 11-18, inclusive, delete the proviso and insert 
in lieu thereof the following: “Provided, That if as of that date a Governor has 
not been appointed, and qualified, under this Act, the Secretary of Agriculture 
shall designate an assistant to the Secretary to serve as Acting Governor of the 
Farm Credit Administration and such Acting Governor shall exercise and perform 
all functions, powers, and duties vested in the Farm Credit Administration until 
the appointment and qualification of a Governor as in this Act provided. The 
Acting Governor shall be subject to the powers of the Board when the Board 
has been appointed and qualified.” 

(c) Section 18, page 26, line 15, delete the word “ninety” and insert in lieu 
thereof “one hundred twenty”. 

(d@) Page 1, strike the title and insert in lieu thereof the following: ‘To in- 
crease farmer participation in ownership and control of the Federal farm credit 
system: to create a Federal Farm Credit Board; to abolish certain offices: to 
impose a franchise tax upon certain farm credit institutions; and for other 
purposes.” 


STATEMENT FILED BY TRUE D. MORSE, UNDER SECRETARY OF AGRICULTURE 


Mr. Chairman and members of the committee, I appreciate the opportunity 


to appear before you again with further reference to 8S. 1505, and particularly 
the amendments to this bill submitted with the Department’s report of May 19, 





In my statement of May 11, I indicated the three general areas in which the 
Department and the Bureau of the Budget, while supporting the bill in principle, 


felt that further improvement could be made in the proposed legislation. These 


if 
B 


areas were: 

1. The selection and appointment of the members of the Federal Farm Credit 
Board and the method of appointment of the chief executive officer (the Gov- 
ernor) of the Farm Credit Administration. 

2. A more definite approach to the matter of retiring the remainder of the 
Go rnment ital which still exists in the system. That Government capital 
as of December 31, 1952, was $281,595,000. The capital was invested in the 
Federal intermediate credit banks, the 18 banks for cooperatives, the production 
credit corporations with some reinvestments in the production credit associations, 
and in the Federal Farm Mortgage Corporation. 

Additional safeguards concerning use of the Government capital pending 
its retirement. 

[ am happy to report, as noted in my letter of May 19, that the amendments 
which have been worked out in joint conferences with representatives of the 
Government and of the sponsors of the legislation with their attorney, meet 
the points which were essential. The amendments which have been made to the 
bill are indicated in the committee print as follows: 

Page 2, lines 12-18: In section 2 the bill provides that within 1 year after 
appointment of the Federal Farm Credit Board recommendations would be 
made to the Congress supplemental to those in the act for carrying into effect the 
policy of increased farmer ownership referred to in the bill. 

\ more definite provision for plans for increased farmer ownership has been 
added to the bill It is expected that those recommendations will suggest prac- 
ticable means, reasonable both to the farmers and the Government, for retire- 
ment of the investment of the Government in the Federal intermediate credit 
banks, production credit corporations, Central Bank for Cooperatives and the 
rezional banks for « ooperatives 

Page 3, lines 11-17: An amendment has been suggested to section 4 to give the 
President more latitude with respect to the appointment and composition of the 
Federal Farm Credit Board It is believed that the amendment will also remove 
any constitutional question regarding an undue restriction on the President’s 
responsibility for making appointments. 

The amendment provides that in appointing members of the Board, the Presi- 
dent shall weigh the public interest, the welfare of all farmers, shall give special 

leration to persons experienced in cooperative agricultural credit. In mak- 
ing those appointments, however, the President is to receive and consider nomi 
nations of the national farm loan associations, the production credit associations, 
and the stockholders or subscribers to the guaranty fund of the banks for 
cooperatives. Other related changes were made in this section. 

Page 9, lines 2-7: Section 5 provides that the Governor of the Farm Credit 
Administration would be appointed by the Federal Farm Credit Board and serve 





consii 
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at its pleasure. That provision has not been changed In order 
sure that the President can effectively administer his public duty in the matter 








of safeguarding public funds, an amendmen been added to section 5 (a) 
to provide that so long as Government Capit ins in the syste ip ised 
by the Farm Credit Administration the p f the ¢ er! ull be 
subject to the approval of the esident, and during that time the President shall 





have the power to require the removal of the Governo1 
Page 9, line 10: Section 5 (b) was amended to prov 


Governor should not exceed $15.000 a year Che bill o 
of $20,000 a year. As noted in my letter, as I f $15 
able to the salaries of such respons Oo sas the P 





Credit Corporation, the Administrato 
tion, and the General Manager of the Tennessee \ 





tions in Government could be cited 














Page 9, lines 21-23: Section 5 (d) has been amended to make it clear that the 
personnel which the Governor shall appoint (principally the personne f the 
Washington office of the Farm Credit Adi stration and the exa ng staff) 
shall be appointed subject to the provisions of the Class tion Ac : nded. 
This change will make it possible for e ¢ ees of tl Washington office 
of the Farm Credit System to continue under the civil service syste 

Page 10, lines 12-24; page 11, lines 1-4; Section 5 (e) was amended to make 
it clear that n Acting Governor of the F: Cres A I rat n be 
appointed by the Secretary of Agriculture if er! I t ed at 
the time the act became effective, even thoug the Board may |! e been ap 
pointed and qualified 

Page 11, lines S—!): Section 6 was am ed by st s out the se nd clause 
“to exercise adequate budgetary co | 1 e | Credit Ad 
so as to make it clear that the functior f t Wa gton Office f e Farm 
Credit System, that is, the Federal Farm Cred Board and its staf ild con 
tiue to be subject to the Budget and Accounting A rhe change it s section 
also removes any implication that the bill wa itended to exempt the wholly 
Government-owned corporations from the Government Corporation Control Act. 

Page 15, lines 5-6; page 16, lines 4-7: Section 9 dealt with the transfer of the 
Cooperative Research and Service Division of Farm Credit A nistration, 
created by the act of July 2, 1926 (Public 450, 69th Cong.), to the Agri tural Re- 
search Administration in the Department of Agriculture There is no objection 
to the transfer of that Division. But it was felt that it might f n better at 
some other place in the Department The iggested nendment W give the 
Secretary discretion with respect to the agency or agencies of tl epartment 
to which the fun ms of the Division may be assigned 

Page 17, lines 22-24; page 28, lines 1-5: The1 is a question whether section 
17 (a) of the act, which provided for appropriations, contemplated a change 
from the procedure under which the costs of examinations and ad istrative 
supervision of the Farm Credit Administration are borne by assessments against 
the farm credit banks and associations We are told that it was ne the inten 
tion of the sponsors of the act to atte ] to change ( cedure 
Section 17 (a) has been amended to make this point ¢] 

Page 28, lines 5-6: There was some question whether the provisions of law 
generally applicable to all Government agencies, such as those relating to pay- 
ment of rent, use of automobiles, the purchase and sale of equipment, would be 
applicable to the Federal Farm Credit Board (the Washington office Section 
17 (b) was changed to make it clear that the provisions of law enacted by the 
Congress for the government of all Federal agencies shall apply t the Wash- 
ington office and its staff assigned to duty the field 

Page 28, lines 17-18: This bill sets up procedure for making nominations for 
members of the Federal Farm Credit Board It so provides additional provi- 
sions for increasing borrower represent 1 on the district boards 

Section 18 of the act originally provide it it would become effective 90 days 
after its enactment. In view of the ti required to develop forms of notices 
and nominations and ballots for the selection of the various Board members and 
the need for working out an orderly, p tica nd fair procedure for doing 
so. it was believed that 90 davs might not be sufficient Section 18 i has been 


amended to provide that the act shall take effect 120 days after the date of 
enactment. 

With those amendments, the Department of Agriculture, with the approval 
of the Bureau of the Budget, is 
legislation. 


ed to give its support to this proposed 
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In general, the institutions which now comprise Farm Credit Administration 
have made a splendid contribution to the credit needs of farmers. The loans 


om date of organization to December 31, 1952, of the Farm Credit Administra- 


tion organizations are as follows: 
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It follows from this record that the Department of Agriculture is happy to 
have Farm Credit Administration as one of its major agencies. The farm credit 
system is nationwide in its operations. In general it is staffed by good personnel. 
It is performing a valuable service. It has the capacity and the ability to con- 
inue to be of great help to agriculture and therefore to the entire Nation in 
either good times, normal times, or bad times. 

The question might arise as to why in the face of these facts the Department 
of Agriculture would approve legislation which would actually make the farm 


credit System autonomous, Under provisions of the bill, the Federal Farm Credit 
Board would be the head of the farm credit system. The authority of the Secre- 
about farm credit matters and 


to the a, vointment of a member of the Federal Farm Credit Board who would 


tary world be limited to reporting to the President 


be ad qua fied under the law from becoming an officer of that Board. 

One reason for the success of Farm Credit Administration is the participation 
which farmers have had in its affairs. The directors of the farm credit institu 
tions have, in the main, been dirt farmers. These directors have met in the 

onthly meetings of the farm credit institutions, They have worked together 
n annual conferences where farm credit policies were reviewed and discussed. 

The farm credit system is essentially a farmers’ cooperative system AS 

er ownership increases, farmer control should also. It is quite logical, there- 

fore, that the President even before he came into office recognized that there 

be value in the establishment of a Federal farm credit board “to form 

edit policies, select executive officers, and to see that sound credit operations 
will not be endangered by partisan political influence.” 

Che proposals in the bill are also in line with the announced policies of See 
retary Bensot I want to quote two paragraphs from the general statement of 


cult il policy issued by the Secretary on February 5, 1953: 
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“Tnadivis fre ne Zens . 5 / 
of helping the in idual to help ! 
froup acto to SoOLVe | yt i l t \ ( 
mum of Federal assis e and 

* * - ~ * * = 

“In the administr on of this De g¢ pu . \ De 
strengthen the individu tes fre e! 
citizen We must establish ! 
release the great eservolir of d energ S 
great Nation As Secretary, L \ st < 
of the Congress and the entire agricultw ’ through ¢ wit] 
farm organizatic eaders, adviso1 ( 3s reg y ex 
ing and POse | es and progra 

Chis bill 1 prese = the orts ¢ i es ft h p tl ves It 
represents the steps the have taken to il oope ve é 
system. The Department believes that s nd t! 
legislation they have developed can make it possible r the farm syste 
to make an even better record in the future 

Th CHAIRMAN. .AS was agreed at the tlne we had the | t hearing 
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when these amendments were proposed by Tlie De partment ple 
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the proposed amendin« ts from those who testified before. 
‘ : . 1 : . 

First there is one from the Farmers Unio ened by Jo Baker, 
5 and they till oppose thre I I ‘ Li ed 

although some ot ie amendments the : do tollow ( ot Mi 
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“= : i t i 
amendments the Farm Credit Board of St. Paul rema nously 
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ther study and consideration the bill will be further amended to incorporate 
additional recommendations we have made. In the absence of such action we 
respectfully urge that the bill not be favorably recommended nor enacted even 
though the amendments rroposed hy | der Seer tary’s Morse’s letter should be 
incorporate ad 
Sincerely, 
Joun A. BAK 
{ssistant to the Pre sident 


FARM CrepIT ADMINISTRATION OF St. PAUL, 
St. Paul 1, Vinn., Vay 22, 1953. 


’ 


nate Office Building, Washington, D. ¢ 


Dear SENATOR AIKEN: I received your recent letter informing me of the posi- 
tion of the Department of Agriculture with respect to 8S. 1505, the proposed Farm 
Credit Act of 1953, and certain amendments to that bill now under consideration. 
You inquire as to my attitude t ard the bill in the light of these developments. 

It is the view of my board that such amendments do not remove the basie 
objections of the board to the bill and accordingly, for the reasons heretofore 
set forth in my statement before your committee, the Farm Credit Board of St. 
Paul remains unanimously opposed to the above bill 

Thanking you for your courtesy and consideration, I am 

Yours very truly, 
L. E. JEWETT. 


CORLETT & CORLETT, 
ATTORNEYS AT LAW, 
Monte Vista, Colo., May 22, 1958. 
Senator GreorGce D, AITKEN, 
Cha man, Committee on Agriculture and Fore stry, 
/ nited Ntates Nenate, Washir gton, dD. ¢ 

Dear SENATOR AIKEN: I appreciate very much your letter of May 20, 1953, 
relative to amendments proposed by the Department of Agriculture, to 8S. 1505. 

I appreciate, and the members of our production credit associations, I know, 
appreciate very much your courtesy in permitting me to make the short state- 
ment of our position on this legislation before your committee 

I have contacted the representatives of the four States of our district, that is 
Colorad New Mexico, Oklahoma, and Kansas, since my return, and they still 
are of the opinion that this 15-man board would be merely a further centraliza- 
tion of the control of the Farm Credit Administration; would be eventually 
extraordinarily expensive to the membership and can accomplish no very useful 
purpose; will likely result in differences between the farm credit agencies as to 
representation on the board, but, as I explained to your committee, we seem to 
be out of step with the other members of the national committee. That was the 
reason I cut the statement before the committee so short. Our membership 
insisted that we register our objection to the legislation as proposed. In any 
event I desire to express our appreciation for your courtesy at the hearing. 

Respectfully, 


GEORGE M. CorLeTr. 


AMERICAN FARM BUREAU FEDERATION, 
Washington 1, D. C., May 25, 1958. 
Hon. Grorce D. AIKEN, 
United States Senate, 
Washington 25, D. C. 


DeaR SENATOR AIKEN: On May 12, 1953, Mr. Warren Hawley, Jr., appeared 
before your committee on behalf of the American Farm Bureau Federation. 
Mr. Hawley strongly urged enactment of the proposed Farm Credit Act of 1953, 
S. 1505. On May 21, 1953 a committee print of S. 1505, containing certain 
amendments to the previous draft bill on which we testified, was submitted. 
The executive committee of the board of directors of the American Farm 
Bureau Federation has considered the revised bill and find the revisions gen- 
erally consistent with the intent of the original bill. 





The American Farm Bureau 

and urges its speedy enactment, 

We request that this letter be made a part the record 
Sincerely yours, 


pe on 

Senator Hory. Mr. ¢ 

The CuHamman. Senator H 

mPenatol Hi } Bet ( my nipre ( is 
that most people were approving t] 

The Cuatmrman, That tru i ‘ most of them do approve, 
and there were some that were « P] ad i s the \\ wrote 
these letters. There was a man 1 ) oma. | don't recall 
whether he v s repres ! org 

Senator Hory. | is not pres ill the hearings, but my 
ecollectio wa thiat n ) ‘then \ ‘ ‘ eul i rt h TaVvoOl of 
the bill. 

The CHARMAN. Most the farm orga ith either favored the 
bill, as I recall, or el made no ¢ Lrhie , and tl L have read off 
were the ones that opp sed it. 

Our first witness t! morning Mr. Sam H. Bober, chairman, 
National OF Ith Loa \ SOC1Al i] Lay Ol Olli tree, from Newell, 
S. Dak. I suppose he will comment on the proposed amendments to 
the bill Ap] il Cly the mencdme . \ a ged any! dy 
mind so far as the desirability or unde ul y of a bill of this kind 


STATEMENT OF SAM H. BOBER, CHAIRMAN, eg FARM 
LOAN ASSOCIATION ADVISORY COMMITTEE, NEWELL, S. DAK.— 
Resumed 


Mr. Borer. Mr. Chairman, thi ational committee representing 
these 300,000 stockholders who o em ar ¢ this bill 
wholeheartedly. F stening to the t hic \ ere LWO Weeks ago, I 
noticed that we had two classes of w esses: Those that testified 
directly for the farmer member borrowers of the system who are 
directly interested in the success and operation of the farm credit 
system because of personal Interest; and those that are directors of 
sole of the boards Who Opp se Us whose icLllol 3, a ttle urd to 


understand because the stor kholders in the same districts aj prove ot 
this bill and support it, the men dire tly concerned, 

Senator Hory. What method do you adopt to get in touch with 
your stockholders ? 

Mr. Boser. I will describe briefly my own position. I was elected 
by the stockholders of western South Dakota and eastern Nebraska 
to represent them on an advisory comm ttee of the Omaha Federal 
land bank. There were 7 other members « lected in a similar fashion 
in Iowa, eastern Nebraska, Wyoming, and eastern South Dakota; 
and we got together at Omaha considering various problems in our 
own district s affecting farmers and ranchers. 

They elected me chairman of this committee and isked me to repre 


1 
i 


sent the 4 States, 40,000 stockholders, residing in Iowa, Nebraska, 








South Dakota, and Wyoming on this national advisory committet 
é » 1] othe mer iber on this national advisory committee are sim 


larly elected to represent their own districts and you have as good 


} 





representation of t] orass root of farmers and ranchers in this 
country as it is po ble to have. direct!y represented by the farmers 
ma thre ! } hel who r ! | ause ot the ir investment itl 
i | nd in vest k 
hese pe ple favor tl bill These folks have asked us to work for 
bill and to support this bill Then we find ourselves in a situation 
. : . 


S when a director of a bank, who speaks for a major 
ty, he sa ;, of the directors of the Wichita | 
bers have be appointed by the Farm Credit Administration in 
Washington, not elected directly by the stockholders 

Now, if we are going to have ) cooperative, democratic Way of selec 


on. it seems to me, that the folks thre ughout the country directly con 


yank, whose ma 101 ity mem 


ned who have elec ted representatives, their viewpoint should be 


Phe Cuairnman. I might say, Senator Hoey, that we received prob 


bly 35 to LO eommi nications from farm credit reanizations and 
of] e! aroul | thre Col trv. To the } t of m knowledge, they all 
favor the | iil. ] do not know that the} hy been any objection, al 


; } { -; +? 
Thoucny there were thie Pour Withesses V ho appeared in opposition, and 


undoubtedly because they live in these districts. 
Phe Farmers U1 


lion, of course, is not a farm credit organization. 
senator Hi EY. My pression is that there was pretty ceneral sup 


port among the people for the bill. 
' . . ’ , 1 
he CourrMan. Judging from the correspondence, one would drav 
conclusion 


Senator Hory. That is all, Mr. Chairman. 
The Criamman, You may proceed, Mr. Bober. 
Mr. Borer. The amendments proposed in joint conference with rep 


resentatives of the Government provide an orderly method for retire 


mi of Government capital in the system to the end that all farm 
credit units would be owned by the farmer borrowers and their asso 
1 OOn DD b , 

Chis bill W lh hift t] respon bility of cece ful operation of the 
Farm Credit Ad ration in Washineton from one Government 
(ppoint | official to 1 eitizen who ( tact with the land and 

problem I rio Vp of agriculture should provide a good 

miel fined lit policy 
Iso p 1 district level. Also, they a 
. solve prol n regions which they themselv 
bette: in folks 1,000 to 1,500 miles away. 

» tO} lemen, I have been connected with farmi oO 

my er e IT was 12 years old. The last 30 years we have 

red 1 ri tvp never a cure, for the farmers’ ills. 
Wi hi eC gott i | ry I") ] ely { e | St 1d years because ( fthe parity 


! which 1s 1 rsally approved, and farm supports which we 


CCU 
I believe that if ¢] 7 enacted into | Ww. it will 1 In f rmers 
| the I wh ft tH dis ourage the idea ot having us come to 
the Government eve little le and saying, “Gimme for this and 


We shoul n't be ¢ oul red to be. ras of t > Cat rnme) like 
Indians on 1 vations » e leade tT se arm org ati 
seem to talk t| Sime inne wre they ( veal ro al Z vears 
YO, mnie ty Veal ipo, We U1) elr mel - » «I ‘ 1 on the Gov 
ernn I for ¢ ry pl ble tha ce ( y I ( t bill 
rlve usa re il t¢ Ol i | I 1) opl to stunad ¢ the 
ow! 

Che nmeht bef last I was going tl o ( Lor d I id a 
newspaper where it d that ¢ ( i 0 East here 
Wi : member hy »OT NDoOUT yf MH) Deo}! I Sa cnpita ot 4 PCO, 
WOO Beeanse of that trenoth. | e ( ollars and ents 
sTtre oth. they 1i'e bie to hh Ip 1 Pll } ers f wad é \ oO 
ta dard 

Now here is an organization, t one I rep) t, of 300.000 far I 
borrower, stockholder members who have | back the Gov ment 

el red ce t thev owed me oO vea ror" \] © \ l to co tro] 
the system which thev « n \ Im { eq e previ earing, 
thie f rmetl todav Vv ith I} Ip of clrehece \ ) ne } ( ery, 
l i lot ditfers i ndividual t ih LL Cie \ | ) Cals FO 

He has a little more t me to take ¢ Lie of prol e] s, and he is will ne 
and anxious to try to take care of himself. I believe that Congress 
should give h) m the tools to help him stand on his own feet. and | 
belie ve that it will not only he Ip farme h vel eral, but I believe it 
will allow him to contribute igvreatel Larne i wealt othe nati ul 
economy. We certainly urge the approval of t leoislatio 

The Cuairman. Thank you, Mr. Bober. Are there any questions 4 

Senator ScuorpreL. I have no questions, Mr. Chairma 

The CHatmman. The next witness this mor ois Mr. J. D. Ande 
son, chairman, Production Credit Asso tions, tional advisory 
committee, Morgantown, W. V 





STATEMENT OF J. D. ANDERSON, CHAIRMAN, PRODUCTION CREDIT 
ASSOCIATIONS, NATIONAL ADVISORY COMMITTEE, MORGAN- 


TOUTN V7 VA Pp ’ A 
A V 43 ray 


IWN, W 


Mi ANI S( NM ( rH mad} bers oT ft mm ( I a 
chairm n of t | OCUCTLO (7] iif \«l nist? natie ) ' SOry 
committee. and t t com té ompe ‘Or I2 J] embet . | trom 
each of the districts in the United States 

Mr. Chairman, during the week of May 11 we worked with the 
Vario departments in drafting the an ents and ipproved the 
amendments as presented. We not only did that, | tacted 
each member of ol national committee who had to le e hefore t { 
was over and expla to t Hropo — sa 
ire, with the exception of one district, on  renmenesth 
Wichita district, compl i! ( \ tnt } } f ! 

Seenator SCiHo! I Vi ott I iit NI ( l i ft iy ( 
man does not mind, whe the ma tr I i i tha nm 
it ¢ 

Mr. Anperson. Mr. Corlett rep s the W trict on our 


. 1 
NATIONAL committe 
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The Cxatrman. He wrote one of the letters that I read this morn- 
ing. He was 1 of the 4 that opposed it. He has appeared and testified 
and was against it. 

Senator ScnHoerreu. Just at the last session ? 

The CHatrmMan. Yes. 

Senator SCHOEPPEL. I see. 

Mr. Anprerson. As I stated, we have not only contacted the mem 
of our national committee, but in my own district have contacted ev‘ ry 
association in the district. Th ey have the proposed amendments, and 
it meets with their approval. 

We feel, Mr. Chairman, that this is one of the most important pieces 
of legislation that has been drafted for the benefit of our farmers. ‘The 
men bership, or borrowers, are back of this legislation. I cannot Say 
100 pert ent, but I would say at least 90 percent are in favor of it. 

The one district 1 mentioned, who {rom their rep,;esentative of that 
district, has testified against the proposed legislation, we have letters 


bers 


from the members or borrowers from that district stating that they are 
not in harmony with their representative and are supporting the bill. 

For that reason we feel that due to the interest of our member- 
borrowers and the amount of money that they own in their system at 
this time, that this legislation will give them more say in the govern- 
ing body of the system and create a closer working relationship be- 
tween the membership of the farm credit associations. I think that 
is about all I have to offer, but we certainly do encourage the passage 
of this bill. 

The Cuarrman. Are there any questions ? 

Senator Hory. No, sir. 

Senator Scnorrren. No, sir; I don’t think so. 

The CuarrmMan. Thank you, Mr. Anderson. 

The next witness is Mr. Herschel D. Newsom, master of the National 
Grange. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE—Resumed 


Mr. Newsom. Mr. Chairman and members of the committee, I think 
that unless there are questions, I would like to confine my statement 
now to just a very brief statement to the effect that the joint farm 
credit committee, of which I am chairman, and which we set out in 
our previous testimony, Senator, is made up of 2 official representatives 
from the Grange, 2 from the American Farm Bureau Federation, and 
2 from the National Council of Farmer Cooperatives, having been 
organized 10 years ago, has worked continually, not steadily but inter- 
mittently, I should say, over these 10 years toward this particular 
legislation. 

Recently these national advisory committees in the field of farm 
credit have worked with us, and since the hearings in which we par- 
tic ipated 2 weeks ago we have had the privilege, Mr. Chairman, of 
seeing your hope and our expressed hope on that date of solvi ng the 
difficulties in the bill completely realized, 

We have enjoyed complete cooperation of representatives of the 
administration in ironing out the difficulties that the Bureau of the 
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Budget pointed out. We are it oO! s approval of those amend 


ments that have been submitted, and I m authorized to speak not 
only for the joint committee but for our own organization as we ll as 
the other two in saying that ther has been mn mpairment of the intent 
and purpose of the legislation by th mendments 

hey are minor in our judgment, insofar as their effect on the legis 
lation and its purpose is concerned. We concede, however, that they 
have major sienificance in the matte f having it stand up legisla 
tively. For example, it is provided one of the major amendments 
that the President will receive and consi: { nin natio we pro 


vided in the bill. 
We have no object on at all to that sort of amendment. OF rtainly 
every one of us as Americans wants to be sure that Government capital 


is protected, and we have no intent al | of 1 ecllessly restrict o the 
executive of this great Government 1 ectinge the members of this 
great board. We likewise have contide that nv executive t we 
Mia ever have Vv ill oive due consiGderatt to 1 e hol hations thus 
provided. 

Another iumendment,. the only other one t] it \ onsider OT n jor 
importance, is the one that the President of the United States shall 
approve the governo! that is selected DY our newly constituted fF irm 
Credit Board, and certainly we agree that the President of the Uy ted 
sstates should approve the governor be re hea mes ofhiee, so lor Vv 
as Government capital is in the system. 

That is just a sample of how easy it is to reconcile these differences 
when you have no definite conflict of purpose. \s has been ind cated 
in the previous hearings, there is some conflicting purpose among some 
of us in agriculture. ‘There are people that for reasons that, I assume, 
are completely honorable think that farmers should not, by reason of 
their low income, have to pay the real cost r money, even ti actual 


cost of money to Government. We just don’t agree. 

We look upon our agricultural industry as a business proposition, 
and we want to treat it as such, and that is a sample of the difference 
in point of view from which we aupproa ‘h this particular subject 
matter of agricultural credit. 

That, Mr. Chairman and gentlemen, is the substance of our position. 
If there are any questions, we would be elad to try to answer them. 
If not, we would be glad CO 5 eld to those who pr rhaps do have a 
different opinion and espe cially the folk 

The CHatrrman. You see nothing in these proposed amendments 


from out of town. 


which would delay the objective of achieving wholly coopel itive 
1 


owned and managed farm credit agencies / 

Mr. Newsom. On the contrary, I think the amendments will speed 
us toward that goal that we all want to reac] I think there is add 
tional incentive to the goal, and I think the mechanism is clearly 
provided by which we can reach it 

The CHAIRMAN. (re there any further wie tions of Mr. Newsom ? 

Senator ScHoEPPEL. I have no further question, Mr. Chairman. 

The Cuarrmman. Thank you, Mr. Newsom. 

The next witness is Mr. Oscar Heline, president, Farmers Grain 
Dealers Association of Lowa, Marcus, Lowa. 

Mr. Hetrne. 
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STATEMENT OF OSCAR HELINE, PRESIDENT, FARMERS GRAIN 
DEALERS ASSOCIATION OF IOWA, MARCUS, IOWA 


The CHarmMan. We are glad to have you with us, Mr. Heline, espe 
cially on this bill. 

Mr. Hetine. Thank you, Senator. 

The CnarrmMan. You are speaking for the Farmers Grain Dealers 
Association of Iowa. 

Mr. Heutne. That is right. I have served 12 years as a member of 
the board of directors of the Farm Credit Board ot Omaha. I have 
served as president and a member of the board of directors of the 
Farmers Grain Dealers Association of Lowa, a cooperative, for 26 
years. Lama farmer at Marcus, lowa, and have engaged in farming 
all of my life. 

First of all, the Iowa cooperative which I serve as president, and 
which is a member of the National Council of Farmer Cooperatives 
and of whose executive committee I am a member, wishes to disasso 
ciate itself from the endorsement of tihs bill, S. 1505, as originally in 
troduced and as modified by recommendations presented by True D. 
Morse, Under Secretary of Agriculture. Our stockholders, by resolu 
tion adopted unanimously, have taken this position. 

The proposed legislation is unnecessary and can lead to very serious 
and permanent damage to the valuable institutions and service pro 
vided by the Farm Credit Administration. 

The legislation is premature with respect especially to the argu 
ments of its sponsors that farmers and their cooperatives are pre 
pared and ready to provide the capital, to assume the ownership and 
control of the farm credit system. ‘That is simply wishful thinking 

Actually the bill, as supported by the United States Department of 
Agriculture, provides neither ownership nor control because the 
Budget Bureau has objec ted on behalf of the President to turning the 
system loose as long as the Government has capital invested in the 
system. Unless the objective is to weaken or destroy the ystem, the 
day when Government capital can be given up is well ahead of us. 

The proposal is grounded in the hope and expectation that the new 
Board to be appointed, 12 members by the President, and the 13th by 
the Secretary of Avriculture, will come up with legislative proposals 
in 1 year’s time to return the Government’s investment and then the 
system is to be turned loose to direction by a board as set forth in the 
bill. 

[ happen to be one of those for whom the idea of farmer ownership 
and farmer-control of institutions we use has much appeal. 

But [am not willing to follow willy-nilly a program that looks to- 
ward achieving farmer ownership and control while giving up the 











standing, the strength, the service, and facilities that we farmers now 


have and value. That is too big a price to pay and the program pro 
posed 1s premature—unhiless, of course, the o jective is to weaken o1 


destroy the system. 
ves, consisting of 12 district banks and a 


\ 
] ] 
t 


The banks for cooperati 
an invaluable service to farmers through 


central bank, have provide 
the cooperatives they have created to help themselves in n arketing, 


purchasing farm supplies, and services. They have obtained not only 
credit but invaluable guidance and sound help in meeting their pro! 
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lems. Neither the credit nor the guida * Was Ol S avallable e] 
where. 
In the case of my own cooperat ve, Whi asa men bers pol more 
than 300 local grain marketing cooperatives, our regional and its 


members use this credit system. 

Our regional alone has a commitment of S7 million. At present we 
owe nothing. But later this year during the heavy marketing periods 
lor soybeans, corn, and other grains we will draw on this commitment 
of funds, perhaps all of it, to finance our marketing program. Our 
business has been built up on the assmuption that we can obtain this 
credalt, 


] 
I 
} 


if the (sovernm«e hii capital In the co } erative banks, how S178.5 
million, is turned back to the Government prematurely, the banks 
will have insuflicient resources to obtai from the investors’ market 
enough funds to carry on their business. And these banks will be 
under severe pressure to clo that because the Board that is to be aj 


pointed will consider that they have a mandate from Col 
do that. 
I have the feeling that many of those who want to ta upel with this 


ess to 


system of credit are continuing a project begun when Tarm economic 


conditions were quite different than at present Then agriculture 
was at one of its peaks of prosperity when credit was abundant. 

Now interest rates are advancing and credit in agriculture is be 
coming more difficult to obtain at reasonable rates. The increase in 
Interest rates is coming ata time of a decli Ing price level for farm 


products. 

This is therefore not the time, it seems to me, to weaken the system 
of farm credit. 

And weakening it will be the result if we reduce the resources avail- 
able to the system. In the case of the banks for cooperatives it is essen 
tial that the various banks be kept strong or they will no longer be 
entitled to the price rate. At our last Board meeting of the Omaha 
Bank, we were forced to advance our interest rate for the Omaha 
Bank for Cooperatives a quarter of 1 percent for 2 classes of loan 

If the Government’s capital in the bank was withdrawn, this rate 
would be advanced at a time when the trend in farm cooperative sav 
ings is downward reflecting lower farm prices and income. 

And now, if I might add a word to my formal statement, it seems 
to me that the trend of the Government program at the I 
for higher interest costs and for tightel money. I lived thro i@nh the 
twenties and the thirties, and there are so many things happet ne 
today that remind me of the twenties: The t ohter money, the higher 
interest rates, low bond prices, thing of that kind. I am not sure 


iit eho 1S 


what the purpose of it is except that it is volIng to Make costs higher 
so far as the farmers of this country are concerned, and to make the 
problems more difficult. 


| Was surprised when I heard Ol t] e increase in interest rat . for 
instance, on commodity loans. I understaa d the Dep: rtment invited 
the bankers in to find out what they wanted in the v Ly ¢ f interest 


for servicing the loans. I do not know in that case of ai 
ever being called in to find out what they wanted to pay. It seems to 
me that a 4 percent rate on a guarante | Government loan ought to 


attract money at about the prime rate. 
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I do not know how it could be much better than that, and why we 
have to pay more than the 314 percent that we are paying at the present 
time I cannot understand. 

I had hoped that the spokesmen in the Department of Agriculture 
would be friends of agriculture and would sort of be its spokesmen, 
and here I find that the *y are the spokesmen for the banks rather than 
for the farmers who have to pay the interest. The other thing that 
causes me concern as a farmer and one who lived, as I say, through 
the 20’s and 30’s in those difficult times, was the recent sale, for in- 
stance, of a billion dollars’ worth of 314 percent bonds. 

Today it affected—I can’t help but think—the interest rate on an 
outstanding debt of almost half a trillion dollars of the total debt in 
this country. When you figure it on a base of one-quarter of 1 percent, 
it has a tremendous impact on the total cost of operation of the 
farmers of this country. 

The only ray of hope that I could see is the operation of the Federal 
Reserve Board last week when they did make a limited purchase 
of Treasury bills, which has affected the rate and cost of money. We 
are pretty much coneerned at what the cost of Treasury bills will be 
because it does affect our de be nture sales and our bond sales for funds 
for the farm credit purposes. 

Those are some of the things, it seems to me, that we ought to be 
concerned about. This is not any time to be upsetting a system which 
has for 20 years rendered us such invaluable service. I was visiting 
with one of the farmers out in Illinois the day before I came here, 
who in the early 30’s was an appraiser. I said something about com- 
ing down here to testify against the proposed legislation, and he 
said, “They want to get the Government capital out. 

He just smiled and said, “Well, you know the thing that I can’t 
understand is why the farmers should be so anxious to get rid of the 
Government capital when after all it was the Government capital 
that saved their farms back in the days when I had to appraise the 
farms.’ 

The Cuatmrman: Do you find in this bill a provision requiring the 
repayment of Government capital ? 

Mr. Hetine. If you are going to have a board made up from the 
representatives of agric ‘ulture with the power that they want in run- 
ning farm credit, it would be on the assumption that they owned 
the system. Thai is the argument that is being used, that farmers 
now own much of the system. True, they own many of the produc: 
tion credit units, and they own all of the farm loan associations, 
but they do not own the capital in the intermediate credit bank, they 
don’t own the capital which the Production Credit Corporation has 
for income. 

The Cuatmman. They have not been permitted to have that under 
the law. 

Mr. Hexine. No, but by what process are we to assume that they 
will bec come owne rs of that kind of « vapits al? 

The Cnamman. This bill in your opinion requires the repayment 
of Government capital? 

Mr. Hetrne. My understanding is that the bill originally was writ- 
ten for the purpose of having complete farmer ownership. 
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The Cuarrman. Of permitting it, not requiring it, is it not? Is 
it not up to the farmers and members of the organization whether 
the sy desire comp le ‘te coper: itive ownersh p or not! 

Mr. Hetine. There is nothing in this bill that provides, as I under- 


y 


stand it, for the bank for cooperatives to be owned by the cooperative 
associations. 

The CHairmMan. That requires it at present. 

Mr. Henine. Does it permit it? Does this bill permit it? 

The CHatrMan. I am asking you the question whether there is any 
requirement in the bill that the farm credit cooperatives shall pay 
off Government capital or not. As I understand it, these amendments 


provide for certain controls to be retained by the Government until 
the Government capital is nai d off; but I would not want to support 
i bill that required the farmers to promptly pay off the Government 


pl in the se cooperative org niz: tions. 


My reason for that is that they would break down in such an event. 
You made one remark that oo | me somewhat and that was when 
you said if the purpose of s is to destroy farm credit systems. I 
was just wondering just aa gave you the impression that the pu 


pose of this move 1s to clestroy the farm credit system, whether the 
National Gr Unge, the Council of Farmer Cooperatives, and the farm 
bureau organizations would spol Sol leo lat O to dest! »\ farm credit 
programs 


Mr. Heine. Of course, it isa matter of opinion as to what this bill 


would do as against the bill which we now operate under. It seems 
to me the provision in the proposed | Il ¥ ch provides that the Board 
should come up ¥ th a proposal for ne ownership wit nu vear would 


indi ite T hat li 1s expected uncer this bill that there would e recom 
mendations which would proy ide methods DY Which OV rs DD we uld 
become hecessary. 

In other words, 1t seems to me to be sort ot a mand: te o the part 
of the Board to come up with that kind of recommendation. If it 
does not have that purpose, then we will get along fine under the law 
as 1t now exists. 

The CuarrMan. However, did you not understand that when these 
farm-credit agencies were originally 
pated that some d: ay they would become cooperatively owned / 

Mr. Heine. There has been progress made. As I understand, there 
las been cane, of a lot of NFLA’s and almost all of the PCA’s, 
and there has been an effort on the part of m ny of the cooperatives 
in the last several years to provide some legislation which would make 
it possible over the years for the cooperatives to pecome owners of 
the bank cooperatives. 

The CHatrmMan. Then when you sa} that some of the farm credit 
administrations are unprepared to take this over at this time, did you 
refer particularly to the bank for cooperatives ¢ 


Mr. HEINE. Yes. 


The CuHamman. That is what I thought you prenenns meant. 


established that 1t was anticl- 


Mr. Heine. For the coope ratives of today, if tl have to assume 
the added burden of } urchasin g as of today by a surcharge or by other 


method that might be provided and gradually change ownership of the 
stock, it will be an excessive cost to the operations of the co peratives 
that would be much more difficult as of today than it would have been 
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say, 3 or 4 years ago in periods of higher agricultural income and in 
terest rates lower than they are now. 

The Cuarrman. If the Farmers Grain Dealers Association of lowa 
wanted to borrow $5 million today, what would the interest rate be on 
that if they borrowed it from the bank for cooperatives ¢ 

Mr. Heuine. It lepends on whether it was a commodity loan or an 
operating loan ora facility loan, three different rates. 

he CHAIRMAN. Yes: when you said it requires more money, when 
the grain comes in that would be an operating loan, would it not? 

Mr. Hetrne. That is right: which would be 314 percent. 

The CHarrMan. What would it cost you to go to one of the banks 

nd borrow that? I was wondering how much saving there is there. 

Mr. Henge. I think that is considered the prime rate in the market. 
We would probably be able to borrow on the prime rate prov ided we 
have the kind of arrangement which we have now where the bank has 
arrangements with the cooperatives for the cooperative bank to serv 
oive the kind of service which only the bank for co 


ce the loan and 
operatives can give because of their understanding. 

In other words, we have large banks who have solicited a share of 
our loan in the orain dealers association, but they would lke to see 
the loan paid to the bank for coc peratives and have the bank for 
cooperatives service it. 

In other words, they feel they are not qualified and are not able to 
give it the kind of service and attention necessary, and so they would 
like to come in and share the loan in what would be probably the prime 
rate, and as the prime rate now is 314 percent, it would be exactly 
the same cost. 

There are times when we would be able to borrow for a little less 
than the bank for cooperatives was offering, but they would not take 
the whole loan without having it serviced by the bank for coopera 
tives. The banks that have solicited us have a great deal of confidence 
in the management and the service which the bank for cooperatives 
renders in the way of having an understanding of the needs. 

The CuatrmMan. Do you think they would have less confidence if 
the bank tor cooperatives were cooperatively owned by the farmers 
themselves ? 

Mr. Hetine. Not if it had the same kind of supervision it has 
today. ; 

The CHamrrman. Would it have the kind of supervision that the 
farmer members desire it to have / 

Mr. Heurne. There is a difference between what the farmers them- 
selves want and what the Government requires. That is, the super- 
vision of the Government as required today is very strict and is quite 
different, as I say, from what the farmers themselves might require 
or ask, 

The CHarrman. Don’t you consider that the national banks are 
reasonably well supervised today ? 

Mr. Hettne. Yes, and that is pretty much by law, is it not? It is 
not a requirement of the local bank that keeps that kind of super- 
vision. 

The CHarrmMan. Would you not have a similar requirement of 
capable supervision of a farmers bank or bank for cooperatives? 

Mr. Hetrne. That depe nds, of course, on what your legislation is. 
It could be, but I do not think this bill provides it. It is a matter of 
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what legislation would provide in case it was completely farme1 
owned. If it was a public interest—now there is certainly a difference 


es 


in the public interest in a bank which is wholly owned by the farmers 
themselves and where it 1s not a bank of deposit as against a nationa 
bank, for instance, which is one of deposit where there is a publi 
interest that is ¢ 

: re . 

Now we have a public interest because of the Government canital 
which the Government put in, so the Government does furnish the 


kind of supervision which I think is essential 


rreater than in this one case 


The Cuarrman. But the Government has capital bank for 
cooperatives, do they not, because the borrower members al not 
permitted to take ovel that cap tal at t » present time. they are to 
repay it ¢ 

Mr. Henne. That is right. 

The CHAIRMAN. And t] it woes To e ntermediate credit ni 
I was wondering why farmer control of banks for cooperatives would 
turn out so much worse than farmer control of the Federal land bank 
system which seems to be getting alone very well. Is it because 
vou fear a weakness in the ability of the farmers to ultimately finance 


the banks for cooperatives ? 

Mr. Heuine. As of the moment, I am sure tha t would take a me 
time for the cooperatives to furnish sufficient capital to do the job 
of financing the need of the farmer coope? itive 

The Cuatrrman. Does the bank for the cooperatives help finar 
the consumer cooperatives around the country 7 

Mr. Hetine. Yes. 

The Cuatrman. I do not think they do. You had better check 
that. i 

Mr. Henine. It may be a misunderstanding of what you mean by 
consumer coperatives, 

The CHatrMan. You are thinking of farm purchasing, are you not? 

Mr. Hetine. That is right. j 

The CHarrmMan. I had in mind the cooperative h as 
immense ones that are springing up round the country ‘ 

Mr. Heuine. I was thinking of the CCA, for instance. in Kansas 
City, and farm purchasing organizations. 

The CHAtrrMAN. Do you have any questio1 s, Senator Scl oeppel ? 

Senator Scunorrrent. Mr. Heline, you 1 ade the statement that perm- 


anent damage or serious co} sequences woul | follow. Do ve think 
that because of the upervisi here. the ontrol that would | ted 
here, vour interest rates would be increased ? 


Mr. Hetixe. Until we are able to supplant the capital which the 
Government has mn the bank at the pre 3 nt ti e, it Seems To me that 
we would not have the available funds or at the same rate of interest 
which we now enjoy. 

In other words, if we had les 
present time, we may not be ab 
for all of the cooperative needs in this country 

Senator Scnorrren. It would be just diametrically opposite o1 op 
posed to what the policy in general has been, would it not 2 They 
furnished them money, did ft] ey not! 

Mr. Heine. The Government ? 

Senator Scuorrren. Yes. 
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Mr. Heine. They have, but there is a desire to withdraw as quickly 
as possible on the part of a food many people, and under this bill 
it would indicate that the farmers are anxious that they do withdraw 
and let them take it over 

My fear is that the farmers are not ready at the moment to supply 
sufficient amounts of capital to make up the difference that is likely 
to be withdrawn by the Government. In other words, if this new 
bill passes and if a new board is set up to manage farm credit, ] 
would think that under this bill the board would feel that it would 
be a mandate for them to return Government capital as quickly as 
possible on the assumption that the farmers would become the owners 
of the system. 

Senator Scuorpret. Yes, but that is permissive now. That is not 
mandatory, if I understand it correctly. ] 

The CuarMan. That is right, but Iam thinking of what the board 
would feel. In other words, the board would feel that they had a 
mandate under this new proposed legislation to return it as rapidly 
as possible, and my fear is that they would return it sooner than 
would be well for the system, looking forward probably to more diffi- 
cult times than we have at the moment in agriculture when we will 
require more lendable funds th: an we need now. 

Senator Scnuorrret. As I understand it, and I am no expert on 
this entire measure, the people who would be in the policy-making end 
of this, of the oper: ational end of this would be people who have been 
recommended or have a direct interest in the farmers’ financial pro- 
gram by way of furnishing farms to keep the farm economy going. 
I will be very frank with you—I cannot understand your alarm in 
thinking and in feeling that the farmers and the farmers’ representa- 
tives who would be on this board would want to take a position that 
would restrict their credit or prevent them from expanding their 
own economy. 

That is the point that I am unable to follow you on. 

Mr. Hexine. Probably I can help you a little. Under the amend- 
ment which has been proposed, we do not have the privilege that was 
originally set out in the bill wherein the nominations would come 
from the district boards to the President and that he would choose 
one of the three nominated by the district board. The recommenda- 
tions would indicate, Senator, that since there is Government capital, 
the President has the right to appoint whomever he chooses— 

Senator Scuorrre.. From the recommended list. 

Mr. Hetine. No, under the amendment he does not have to follow 
the recommended list unless he chooses to. 

Senator Scuorrren. Yes. 

Mr. Heine. And in the political setup which we have in this coun- 
try, I think it is generally accepted that more or less this does not in- 


dicate that it is going to be a bipartisan board. It could be a political 
board. At the choosing of the President he could ignore entirely 
the recommendat 10n ; of the dist rict boards under the amendment that 


has been proposed as I understand it. 

We have no assurance that this board is o ing to be ma 
recommendations from the district boards. as originally planned. I 
think that is one of the serious weaknesses of the propose ed bill. 

Senator Scuorpret. You, by reason of that one phas se of this legis- 
lation, or the amendment, think that this would he taken away from 
the sympathetic farmer credit relationship, do you not ? F 


le up of the 
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Mr. Hettne. It could easily be; yes, sir, Senator. It could very 


easily be. There could be bankers oO! people disinterested entirely 


with the purposes of the Farm Credit Administration that would be 
selected as members of this board. 

The Cuatrman. Senator Hoey, do you have any questions ¢ 

Senator Hory. I have no questions, Mr. Chairman. 

The CHarrMan. Senator Hickenlooper? 

Senator Hickenoorer. I do not belteve I have any questions at 
this time. 


Mr. Hentine. Thank you. 


The Cuarman. What do you consider that proposed amendment 


means where it says that in making the appointments the President 
shall consider “a list of 3 nominees from each cistrict selected, 1 each, 
by the national farm loan associations, production credit associa- 
tions, and the farmers cooperatives re stockholders or sub- 
scribers to the guaranty funds of the banks for cooperatives.” 

You would not consider that propose imenament as meal c { 
he could put these recommendations the istebasKet, V ld you? 


Mr. Hertne. He could. 


The CuatrmMan. Do you think he would? 
Mr. Hetinr. I don’t know what the general practice is. No doubt 
he would try to at least follow the recommendations in a number of 


cases, but you could still overload the board with your own appoint- 
ments. The President, I think, has a right to choose his own repre- 
sentatives and this provides that. 

The Cuatmrman. They have to be confirmed by the Senate. You 
mean that he could appoint a board that was hostile to Farm Credit, 
do you not ¢ 

Mr. Herinr. Not necessarily hostile, but they may not be as friendly 
as we would think they ought to be. 

The CuatrmMan. This board would have to be confirmed by the Sen- 
ate, would it not ? 

Mr. Heine. Yes. 

The Cuatrman. Then you would have to have an unfriendly Sen- 
ate, TOO, in order to vet a board that would be w friendly to ¢ oopera- 
tive farm credit. 

Mr. Hettne. Of course, we are not so sure in this country, with 
agriculture in the minority, that we always have a majority of Sena- 
tors that understand or are friends of agriculture. We do not have 
all Senator Aikens and other Senators with your point of view. 

The Cuarrmayn. I have pointed out that very fact frequently, not 
the latter but the first statement that farmers are in the minority 1n 
this country now. With only about 15 percent of the people living 
on farms that we can’t take things for granted in our farm program, 
and I think that is a situation which all of us who have been con- 
nected with farm organizations have to take into consideration that 
there are at least 80 percent of the people of the country, and prob 
ably more, living off the farms now. 

L do not quite agree with your al irm, however, over what mig it 
happen to this because I am very strong for cooperatives. I have 
great confidence in farm cooperatives. | know their weaknesses and 
they have some very great weaknesses, but so does industry. So does 
everybody else. I do not think farm cooperatives have any weak- 
nesses that they cannot overcome and I do have a cood deal of ( onfi- 


] 
} 
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dence in their ability to strengthen themselves, to stand on their own 
feet, and as I alre ady pointed out at the end of your testimony, they 
are not required to pay off the government capit: al until they are able 
to do so and desire to do so, and do it by a vote of their membership. 

I would hope that they would not be foolish enough to put them- 
selves in the position where the ‘y could not continue doing business. 

Senator Schoeppel ¢ 

Senator Scnorpren. Mr. Chairman, in reference to the viewpoint 
the gentleman mentioned a while ago. and with reference to the fact- 
ual situation that the Chairman has mentioned that whoever the 
President would appoint would have to run the gantlet of the Senate, 
I think that you are a little more ap prehensive than you need be 1 

ssuming that, say, the me a rs of the Senate Agric ulture C wesathe itn e 

as presently consituted or who might be on this committee in the 
future that these Sen: ian will go into the background of the person 
appointed, what that individual would think about the extension of 
credit or the necessity for credit, and the necessity of keeping a strong, 
virile agricultural economy in this country. I think I can assure 
you that when the President sends down a man designated under 
this bill who 7 going to have a direct, participating obligation in 
this board as it affects the economy of the country, the Senators are 
going to find out from that man, in executive session or in public 
hearings, what his views are and how he is going to be committed 
n those hearings, and those hearings will be matters of record. 

It can hardly be assumed that a man who comes up and who makes 
a forthright statement in answer to questions, and states his views, 
would depart from them when the chips are down. That is another 
safeguard thatis thrown around those appoinments. That is one 
of the obligations of the Senate, that the President can make those 
appointments, but must have the confirmation of the Senate. It is 
the responsibility of the Me mbe ‘rs of the Senate to find out what their 
views are, how far they are going to go, what their attitudes are going 
to be in the discharge of their responsibilities, I will say for myself, 
though you have a right to your opinion, that I think you are a little 
too apprehensive. 

Mr. Hi LINE. Senator, I am olad to have you show your cr nfidence 
in it because that is one of the safi guards, of course, that the Senate 
must approve the appointments, but I come back to the point which 
I made first, and that is that under the old law we have had such very 
good service in Agriculture that I hate to tamper with something 
which has rendered the kind of service which it has in the past and 
which we are likely to need in the future and not very far away. 

The Cuatrman. One other thing, Mr. Heline, are you satisfied that 
all the appointments of the farm credit agencies for the last 15 years 
have been made without any respect to political affiliations? 

Mr. Hetrnr. No, I would not say so. 

The CHarrman. Do you know of any that have been made without 
regard to political affiliations ? 

Mr. Hetine. Yes, sir: I do. 

The Crareman. Lam just asking for perhaps an instance of one. 

Mr. Heuine. I want to say in our own board in Omaha, for instance, 
that I think we have as fine a working board as you could ask for 
regardless of who would have been the person to appoint them. It is 
a strange thing; it doesn’t matter whether they have been elected or 
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whether they have been appointed—they se¢ o assun same kind 
of responsibility for every unit in the org: ito We cannot 

any difference after they vet around the ble and beg to work. 
whether the man was appomted a director or whether he was « ted 
a director, or whether we are working on one of the 1 its. Ol ot 
the other units. It does not seem to1 ce anv aif e We 
workable, functioning board out there, L | 

ticular board we have gotten al o ery ( cle] riginal 


system as it Is today. 


The CHARMAN, | agree with y 5 { quality of 
farm boards of the credit agencies a th . . al 
reason that they hew apparently ft iD ie » take ovel ore oft the 
work and go ahead hit, thoug) co i ce i quite agree 1 it 
all the appointments have been mac uit regard to po 


tions. We all know better than that. 
Mr. Herine. However, it has worked very w 
The CHAIRMAN. Very e2ood men have been ‘lected ln genel il. 
Mr. Hewine. Yes, sir. 
The CHatrMAn. Are there any qu f not, the next 
will be Oy KF. Hendrickson, exe \ ec! National kederati 
ot Grain Cooperatives. 





STATEMENT OF ROY F. HENDRICKSON, EXECUTIVE SECRETARY, 
NATIONAL FEDERATION OF GRAIN COOPERATIVES 


Mr. Henprickson. 8. 1505, as revised and modified pursuant to the 


recommendations ol the [ nited States Dep riment of Agriculture, as 
well as in its original form, is premature and unnecessary. It is con- 
fusing as to objectives and purposes 

We oppose it for many reasons, ncluding those outlined belov 

1. Instead of contributing to the streamlining of government, it 
will contribute another “floating star” age V, Increasing eXpense with 


out values justifying such increase. 

The CHarrmMan. What do you mean by “floating stan 

Mr. Henprickson. A star that moves outside of its orbit, a free star, 
that sort of thing. It ean operate without regard to some of the 
requirements that we ordinarily would expect in a well organized 
wovernment. 
In recommendation No. 12 of the report ot the Hoover Commission, 


of which your dist nguished chairman was a member, it was stated 


bhise 


> 


inthe report entitled “General Management of the Executive Branch 


The numerous agencies of the executive branch must be grouped into depart- 
ments as nearly as possible by major purposes in order to give a colierent mission 


to each department 

By placing related functions cheek-by-jowl the overlaps can be eliminated, and, 
of even greater importance, coordinated policies can be developed 

This bill is inconsistent with that wise recommendation of the 
Hoover Commission. 

The CHAIRMAN. Do you agree generally W ith the recommendations 
of the Hoover Commission ? 

Mr. Henprickson. With a great many of them; I do. 

The CuHarrMaNn. Do you support the reorganization plan / 

Mr. Henprickson. Which one? 

The CHatrMaAn,. No. 2. 
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Mr. Henpricxson. No: I do not think too well of that. I thought 
that was one of the weakest features of the report, but I thought many 
of the others were very good. I think it is too much to expect the 
Commission to come out with a hundred percent mark, but I think 
with the figure 92 percent, they are doing very well, and I think the 
Hoover Commission comes out very close to 92 percent. 

The Cuarrman. I think as a member | objected to three recom 
mendations less than Mr. Hoover himself did. for instance. 

Mr. Henprickson. The Farm Credit Administration was created 
by Congress with bipartisan support in 1933, reflecting discontent over 
the many separated credit agencies intended to serve agriculture. 
Some 6 or 7 scattered agencies were combined, and 1 really effective 
agency was formed. 

It was transferred from an independent status to a place in the De- 

artment of Agriculture in response to the kind of logic later so well 
esata in the Hoover report I have quoted. And that transfer 
im iproved the agency by he lping to coordinate credit with the De part 
ment’s coherent mission. 

Credit is a major field in agriculture and should be a major concern 
of the Department of Agriculture. It should not view credit irrespon 
sibly from an ivory tower of an occasional economic study—credit is 
a tool which the Department requires—unless the intention is to per- 
mit the Department to lapse into its one-time status of a dispenser of 
see eds and advice. 

This bill states that the agency shall be in the Department. But 
ther re is no hoe for this handle. It says that the Secre tary of Agricul 
ture shall report to the President concerning the agency. Report 
what? His responsibility is confined to reporting to the President, 
and his authority is limited to appointing a director—and that one 
will be No. 13. 

It has been long established that successful administration in Gov- 
ernment or anywhere else means the intimate association of real 
responsibility with real authority. We do not favor stripping the 
Secretary of real authority or real responsibility for credit in agri- 
culture at any time, but especially at a time when agriculture faces 
lower prices, lower income, at the same time that interest rates are 
advancing and credit is tighter. 

This bill is objectionable alone for the reason that it will saddle 
additional credit costs on farmers and their cooperatives without 
bringing any real advantages to farmers. 

It provides for 12 directors who shall be paid $50 per day for up 
to 75 days per year, plus traveling and other expense. That expense, 
if they met 75 di ays each year, would be $45,000 for salary alone. If 
they had modest expenses of $10 per day while in Washington, that 
would be S750 apiece, or a total of $9,000 additional, plus being a 
miracle that periodic visitors to Washington could live on $10 a day. 
Then there would be the costs of travel and meals en route, which 
could be another $25,000 or even $50,000. The expenses of this board 
could range from a conservative low of $50,000 to a high of more than 
$100,000, all to be borne by the farmers through assessments for no 
aries far proved to have a total value of 10 cents. 

There 1 1s nothing i in this bill that proves that any savings will be 
eS ved in the costs of administration. The fact is th: at under the 
present system the Farm Credit Administration has the best record 
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of reducing costs in Government for any agency with an inereasing 
workload over a pel iod of 12 years. 
The comparisons below, for the veat 1940 and 1952, speak for 


themselves: 

i, In 1940, the Washi eton persol el of the KF rm ¢ red { Ad 
ministration totaled 1,308; in 1952, the Washington personnel 
totaled 391. 

2. In 1940, the personne] employed by the district institutions 
of the Farm Credit Administration totaled 5.991; in 1952, the 
district personnel totaled 2,117. 

3. In 1940, the dollar volume of loans Mi de by the Farm Credit 
Administration totaled $9 million-plus. In 1952, the dollar vol 

ume had increased more than 4 times, to $41 { billion plus. 


What agency of Government has a record that compares with that? 

5. The bill offers no firm, or even half-firm, promise of reductions 
in the cost of credit by any other avenue for farmers. Does anyone 
claim that the board of 13 could obtain mo ey at a rate lower than 
the prime rate, which is the rate the present institution has been able 
to obtain? Is there some magic avenue open to lower mot ey interest 
charges that this Board can traverse ¢ 

Actually the reverse is in prospect. Board wiil have a sort of 
mandate in this bill to return prematurely, overhastily, the Govern 
ment’s investment in these institutions. 

Senator SCHOErPEL. Might I ask you a questiol richt there ? 

Mr. Henprickson. Yes, sir. 





Senator Scuorrren. | want to pi t down: naturally, | want your 
judgment on it because you are interested 1d you are representing a 
fine organization ; but, is that not perm S1Vé ind ist lot NOt one of the 


/ 


real features there / 
Mr. Henprickson. That is true 
tion of policy on page 2 of the bill: 
The Federal Farm Credit Board hereinafter provided for shall within 1 year 
after appointment make recommendations to e | ress of means, suppk 
mental to those provided by this act, of carrying it effect such declared policy, 


including, but not limited to, means of increasing borrower pat pation in 
ownership of the Federal farm credit system to the end that the investment 
of the United States in the Federal intermedia credit banks, production 
credit corporations, central bank for coopera ‘ nd re I anks f cooper 


atives may be retired. 


Senator ScHorrreL. “May be.” but it does not say “shall be.” 





account the background of th r}s for some 10 year 1 consid 
ering the enthusiasm that it has tended to generate a ne certain 
groups. It is entirely under l ble \\ o not etob { { 
none of us does that there sa feeln ra te cl nev, a ip e. 
attitude of overhurried retirement, too much optimism, really. 

The CuHarrMan. Is it not a cardinal principle of cooperatives that 
they shall become member-owned at the earliest possible 1 , 


Mr. Henprickson. That is true. 

The CHainMAN. Would not that be true of banking and lending 
agencies, as well as other cooperatives, and those who e not paid 
their Government capital loans because they have be rohibited by 
law from doing so? 

Mr. Henprickson. Yes, if you think in terms of possibly a very 


long-run goal, a good deal could be achieved by that idea. I am not 
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opposing that principle at all. On the other hand, t 
of the banks for cooperatives, the interest rate has 
‘ars ago we had legislation which, I believe, pas 

sidered by this committee, which contemp! 
nal] charge above the interest rate wilt the purpe 
operative porrowers to acquire sto 


We upported that bill at tha 
leo tion right now, exe 


terest rates increased. On the othe 


yf far 1 p ircha sf und market 

epee tives; a great many 

acquire such equity than they 

ith interest a point which I will go i later on, that coop 
ratives had subse bed te thie guaranty fu Si f ember 31 some 
what in excess of £90) million and as of March 31, it was somew! 
xcess of $19 million. Tl ey! pulled some apital out inthattime. Does 
that answer your question, S senator s«¢ ‘hoep pel ? 

Senator SCHOEPPEL na! 

{r. Henprickson. Further—this is a strong sta 
a sort of | 
Farm Credit Administration Governor if the Governm 
ment is retired. 

The CHatrman. If the Government’s investment is retired, it would 
be perfectly proper for the appomtment to be made IY the borrowers ? 

Mr. Henprickson. That is entirely correct, but that supplies an 
— in the direction of doing that too speedily. 

‘nator Hrexentoover. This will provide that the Governor shall 
* appointed by the Board, will it not ? 

Mr. Henprickson. No: by the President, now. in the revised bill. 
That was in the original bill, but in the revised bill the President will 
clo it. 

Senator Hickentoorer. I must have the wrong bill. 

Mr. Henpricxson. There is a revised bill based on the recommenda- 
tions from the De ee nt of Agriculture after being cleared by the 
Budget Bureau in which the people in the Bureau of the Budget 
insisted upon the pow er of ap pointing the Governor so long as the 
Government has an investment in the system. 

Thus, retirement of the Government’s investment is set up as a 
virtue. What will the result be? Obviously those who invest money 
in Farm Credit Administration securities will note the reduced 
sources of the eyetens, and they will charge more for money in the form 
of interest, which cost will be passed onto farmer-borrowers. Will 
that be a virtue, too? Higher interest rates for farmers in debt today 
isa very se rious matter. It is deadly serious, a case of an adv: ancing 
cost of doing farm business while farm prices are declining, with the 
short-term indebtedness of farmers at a high—perhaps a record or na 
point. 

Senator Scnorrren. I agree with you that the big difficulty has been 
this falling in the farm income, and the holding to a higher level of 
all farm purchases. But generally do you not agree with me that the 
farmer—and I was born and raised on a farm, one of eight kids, and 
I know the way the farmers live—a conservative individual who is 
trying to save something, wants to make a saving, and finds his dollar 
is worth no more than 51 cents or 52 cents; should it not be our objec- 


} »} 
CMiel 


{ 
yet : : : . . 
pait 1 held out that tne board will be able t¢ 
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tive to make that dollar more valuable all down the line? ‘That is our 
objective, and it is a laudable objective, is it not / 

Mr. Henprickson. I think personally that I would not try to in- 
crease the purchasing power of the dollar quickly; I would rather seek 
to stabilize the economy rst. 

Senator Scuorerren. First we have to stabilize and then we have to 
gradually start that curve up to make it more valuable. Is that not 
as good objective / 

Mr. Henprickson. On the other hand, modern farm operations re- 
quire a degree of credit that they did not require years ago, It is 
extremely Important. You take a look and confirm. for instance, the 
extent of operating costs—that is the difference between gross farm 
income and net farm income. It is simply terrific, the increase in farm 
expenses In relation to either gross or het income. 

As I analyze month to month the parity reports from the Depart- 
ment of Agriculture with the two listings—that is, prices farmers 
receive and prices farmers pay there is a noticeable point to me 1n 
respect to what farmers pay: Interest rates are advance of a vood 
many cost items stay pretty stable. The things that have come down, 
as far as farmers co Ops are concerned, are ver largely the things that 
farmers buy from other farmers such as stock cattle, feed. Feeds have 
come down. Even costs of food for the farm family have tended to 
come down somewhat. That is where you have found reductions, 
mainly in those things which farmers purchase from other farmers. 
It certainly makes for a difficult situation. 

Farmers who obtain CCC loans already face an Increase as has been 
pointed out already, from 3.5 percent to { percent on those loans. That 
change in rate is a product of a decision in recent weeks by the Depart- 
ment of Agriculture, pressed by the bankers who have their own 
concept of parity—for bankers. 

Are we to have parity for those who supply and service farmers 
while we head downward below parity for the things that farmers 
sell? That higher rates of interest to Farm Credit Administration 
borrowers would follow in the wake of passage of this bill is one of 
the most certain of the train of events it would set in motion. 

6. Another objection is that no cleancut case proving that the 
present system is faulty or failing in providing prompt and eco- 
nomical service has been made. If there is some failing, some serious 
fault, let it be outlined here in detail and an  opposeennt) to answer 





provided to present Farm Credit Administration officials. They live 
with these problems, they don’t live in the fie id of pure theory. 
The bill proposes to abolish the posts of 4 commissioners. I sup- 





pose someone will claim that as an economy while failing to tell 
who will take over the wenn they do and what that will cost. Many 
claims for economy made by oa s of organizational charts, 
highly publicized at the time, remain unproven to the end of time. 

This is an area in which I am very familiar, because I have had ad- 
ministrative experience, I have seen many claims for economy which 
were never realized or never double-checked. 

Another major objection is the possible damage to the future 

effectiveness of the banks for coperatives in meeting the calls made on 
them for credit and service. 
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In that connection, the newly-published report of the hearings held 
on Wednesday, March 25, by the House Subcommittee on Agricul- 
tural Appropriations throws out welcome light. In part ILI of these 
published reports, starting on page 1006, the Farm Credit Admin 
istration and its program are reviewed. 

Testimony brought out that on December 31 last, the co-op banks 
had $178,500,000 of Government capital and $20,483,000 in capital 
furnished by borrowers. The banks also had a reserved earned surplus 
of $23,664,727.84 and unreserved earned surplus of $45,837,540.79, this 
report states on one of the tables. 

As of March 31, I have learned that the stock held by cooperatives 
dropped to $19,360,500; that the legal reserve was $16,549,727; the 
reserve for contingencies, $7,795,000; and earned surplus, $47,465,200. 

Robert Farrington, Cooperative Bank Commissioner, who is also 
the Acting Assistant to the Secretary on all credit matters and who 
is here this morning, anounced at this hearing that it is intended to 
return $28.5 million of the Government capital in the banks to the 
revolving fund. That would leave $150 million so invested. 

Mr. Farrington then went on to say (p. 1040) : 

The only one of the 13 banks for cooperatives that has authority to sell de- 
bentures is the central bank. The central bank has $110 million of debentures 
in the investment market. It has only been in the investment market 3 years. 
The bankers we have talked with tell us that the investors look at the avail- 
ability of that fund as something which supports these debentures in the 
market and that our interest rates would probably go up substantially on those 
debentures and our salability might fall off substantially, too, if the Agricultural 
Marketing Act revolving fund was not there to support the debentures. 

We feel that fund should remain available until our debentures have been 
better seasoned in the investment market. 

Later, on page 1041, Mr. Farrington, who is certainly an expert on 
this subject, argued that the $28.5 million should be left in the re- 
volving fund, in these words: 

\s t say, we think we can return the $28.5 million to the revolving fund. 
As long us it is available there we have no questions because it will not disturb 
investors. But the minute they take it out of the revolving fund, and put it 
into miscellaneous receipts, it indicates a trend toward depletion of the funds, 
and it might disturb investors 

\t another point, on page 1036, Mr. Farrington was explaining—— 

The CuarrMan. It is a fact that $28 million would be taken out of 
the revolving fund, but that happens to be Government money. 

Mr. Henprickson. It would be taken out of capital of the banks 
and not be 1 placed. 

rev ‘ . 

Phe Cuairman. If that $28 million was replaced with other funds 
rather than Government funds, what difference would that make to 
the investors? 

Mr. Henprickson. There is not any immediate prospect of coopera- 
tives being able to replace that at the present time because there is no 
incentive to invest in a co-op bank over and beyond the minimum 
requirements necessary to obtain a loan, 

The Cuamman. You would not advocate Government retirement of 
capital as fast as the members of cooperatives desire this, would you? 

Mr. Henprickson. I agree with this provision. I share the view- 
point that Mr. Farrington states. Put it back in the revolving fund 
and stop there. However, there has been a good deal of talk and 
comment from the supporters of this bill—I am not saying what I 
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don t know—to the effect: R cuee the re voly ng fund. take the money 


from that and put it back into the miscellaneous receipts of the 
Treasury. That is one of the things I fear in connection with this 
bill because there is nothing in this bill which says you W ll continue 
the revolving fund intact. 

The CHarrmMan. As soon as they are ab 


ot farm ownership of 
these agencies more desiral 
Mr. Henprickson. Of these farm credit agencies ? 

The CHarman. Yes 

Mr. Henprickson. We are speaking about long-range ideals 
7 

i 





he CHamMan. | av ita fast as pos le t! rarni { 
repay the Government capital is that not eood thing? 

Mr. Henprickson. Yes, I would say that it is, speaking in terms 
oft lo: o-rangve ol ject ves, | ut let ive | in so we e ery 
clear. 

' The CHarrmMan. What is lor g-range? How lo y 1s long-range / 

Mir. Henprickson. It has taken from 1933 to 1953 for em cool 
tives to get the S19 million. and that s not permament capital ior the 


co-op banks. 


Ns li the interest rates on farm credit or t] bank for opera ) 
ip. some of the best be rrowel f om th at indpo nt of ecollat } 


certainly are soiling to follow those who have oved to pi vate finance: 
they will dim ni } the cay tal suppli a by cooperatives to that further 


extent. 


I am glad to see what has hay pene las far as the national farm loan 
associations are concerned. | happer to | ea men ber of one of hose 
{ am also a member of the PCA in connection with my own farming 


Crp ration. However. let iS not overlook the fact t 


(Jovernment contribution even in connection with the moveme} over 
to your so-called freedom and i. clepe nde} ce of the nation | farm loan 


SSOC | itions. 


Considerable Government capital was put in there and there were 
certaim earnings on that Government capt il over the period Ol ne 
and [ think probably the Government could have claimed some e ties 
in respect to that, which, as [ understand it, w not claimed. It 
that 1s an Important factor in relationship to tl » Of il of ultimate ow? 
ership of the co-op banks by farm cooperatives. The Government has 
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the chief claim on the reserve and surplus on earnings to date. 


The CHAIRMAN. The bal k for e yperatives has been a profitable 
undertaking, has it not ? 

Mr. Henprickson. Yes, indeed, I think it ha 

Phe Cuamman. Very profitable. 


. Mir. Henprickson. Yes, the banks for cooperatives have done a 


vood job. 

The CuatrMan. If the cooperatives themselves are well-run by the 
farmers, why cannot the farmers running 

; erain cooperative or a general ooperative run the farm credit agency 

necessfully ? 

Mr. HenprercKson. In the long run I think they ean. I think, how- 
ever, this bill does not dothat. This bill only contemplates ultimately 
omething of that sort, as Mr. Heline said 

The CHarrMan. But your grain cooperative seems to be the only one 
of all the farm cooperatives that feels that it could not get along W ith- 
out Government ownership. 


a d ITV coone rative or a 
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Mr. Henprickson. We made our own independent investigation, 
and a great many of our members’ farmer-stockholders have adopted 
resolutions expressing their opposition. They have also adopted 
many resolutions in opposition to this bill. It is extremely important 
to them to have this system, and they have done well with its help; 
they have grown and achieved a great deal for their farmer-members. 

The point I wanted to make to you is the degree of dependence 
that the cooperatives have with respect to this system of loans, and I 
would not quite accept any statements, Senator, that all except our 
cooperatives are supporting this. 

I think there are some organizations of cooperatives that are sup- 
porting this and some are not, and there is a very sharp and important 
distinction between some cooperatives and the organizations who say 
they speak for them. 

The Cuamman. I said that your cooperative is the only one that 
had been in here in opposition to it. 

Ir. Henprickson. The only organization ¢ 

The CuamrMan. No; the only cooperative group, and I had always 
thought that the oralin cooperatives were very strong. I wondered 
why this group would be in here opposing this when the other groups 
of cooperatives that have been imminently successful in the dairy 
region, the fruit groups were strongly supporting the bill. 

Mr. Henprickson. My understanding is that the milk producers 
association has taken no position on this bill. 

The CHarmman. I believe that the largest of the milk producers 
associations, 01 ‘ possibly the second |: irgest t milk produc ers association, 
took a position. 

) Henprickson. I asked Mr. Holman what position they were 
taking and he said they were not taking any position. 

The CHarrman. Some of their members and also members of the 
Council of Farmers Cooperatives and other organizations such as that 
have supported the bill. 

Mr. Henprickson. Some of our membership who are also council 
members are not in harmony with the council’s executive committee 
on that. 

The CuarrMan. But I was wondering what special advantage there 
might be to grain cooperatives from having Government ownership 
that would not also be applicable to your other Government-financed 
cooperatives ¢ 

Mr. Henpricxson. I believe it is this, Mr. Chairman, that our 
organizations, in the process of marketing use very large amounts of 
capital at times. It is absolutely necessary that we follow a conserva- 
tive policy ; and we feel that the position we are tk aking is one of r: aising 

i really substantial question about this, which we believe is exactly a 
conservative point of view. We want to conserve for our coopera- 
tives and farmer members these facilities. We do not stop at the 
regions. We have some thousands of country elevator associations 
that are cooperatives which have burrowed large sums here and which 
have had very good records of repayment; but they value the line of 
credit the co-op banks provide. 

The Cuairman. I suppose the grain cooperatives borrow a good 
deal of money at harvesttime as, I think, Mr. Heline indicated. Is 
the money available at harvesttime through the Commodity Credit? 

Mr. Henprickson. No. We borrow for increasing elevator capacity 
and to finance grain during the marketing process. One of our mem- 
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bers has the largest amount of elevator space in the world in Enid, 
Okla.. just short of 34 million’ bushels. We ave in Senator 
Schoeppel’s own State at Hutehison a 5-million-bushel addition going 
up for | member, and that has been financed entire ly through this 
system. 

The CHarrman. Through the bank for cooperatives, do vou mean? 

Mr. Henpricxson. Yes. In that case the district bank at W ta. 
We have two members, for instance, that do not use these credit 
Facilities. They happen to be out o1 the west coast and they have | id 


the benefit of a competitive rate, by which o of then ult a rather 
large elevato1 out in the State of Wash { . or Oregon, | believe it 
was, & year ago. They handled the fina ng through a private bank. 
and it was very satisfactory. 


l 


The Cuatrrman. When they borrow for the construction of an ele 
vator, how much could they borrow ? 
Mr. Henprickson. At the moment, as I recall, it seems to 1 


somewhere about 40 percent or oV percent I m uncertain be se 
the Aiken amendment passed in wl f you ha i CCE storage 
guaranty you ce uld go up higher. 

The CHAIRMAN. That was not my amendment. That was Se itol 
Taft’s amendment. I think it is 80 percent you can borrow. 

Mr. Henpricxson. In that case it does not work out effectively that 
Way because you pul » per elt ot thre le n to STOCK nd you do 1 ot 
actually get 80 percent. I am not absolutely sure whether it is 40 
percent or 50 percent ordinarily. 

The Crarmman. I brought that out realizing that Commodity 
Credit has $100 million in capital, and borrow ne a ritv of 86.750 
million. | brought that up also because th tis one source oj nds 
for a grain grower at harvesttime if his grain qualifies f 

Mr. Henprickson. Yes, you take 1 of our members as an example 
who handles somewhere around 125 mill on b she ls of Prain year 
on behalf of farmer members. That is the GTA in St. Paul hey 


have established a line of credit with the Farm Credit Administration 
and use a substantial number of the Minneapolis, Chicago, and New 
York banks. I believe they get up to somet ng tbove $35 m or 


$36 million at any 1 point. 


The CHarrMan. I can see where the elevators would require large 
sums at harvesttime in case the grain did not have e1 ot) ( re 
content to qualify for a CCC loan at that time. 

Mr. Henprickson. Grain cooperatives do not borrow from CCC 
They are 1n most cases credit from the B inks for Cooperat Phey 
are constantly merchandising out the grain. We had 
Ohio last vear with 214 million bushels of storage, and I think they 


were filled after the first week of the harvest: and from that time on 
the cooperative had a tough time trying to help farmers qualify for 
CCC loans because the gral 1) Was hot in a position to make a loan on it. 
: 1°? i. ] 
At another point, on page 1036, Mr. Farrington was explaining the 
need for the banks. He said: 


° Our best estimates are that SO percent of the loans made by these banks 


for cooperatives could not be made OY any other nstitution under the same 
terms and conditions 
Let me point out something which I am not sure has been brought 


to your attention. Private banks part Ipate ¥v ith the bank for co- 
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operatives in making many loans, and it is a very great thing. Be 
Cause they have confidence in these co- op bank peop le, the V figure they 
understand ssanenniiven and agriculture, and it is a very common 
thing for them to say “We will go along with you provided the co-op 
people supervise that loan.” We like that. We think that is a very 
fine development. 

The Cuairman. Did Mr. I arrington say that the fact that 80 per 
cent of the loans made by these banks for cooperatives could not be 
made by any other institution aaa the same terms and conditions 
vas due to the fact that 
ment pital? 

Mr. Henpricxson. | would hate to put words into Mr. Farrington’s 
mouth when he is sitting right here and can speak for himself. 

The CuarrMan. Do you recall whether he said that they could not 
service their members if ac vy were member-owned / 

Mr. Fone ICKSON, I @a n find the quotation very quickly. It is on 
OG, 1 will read the whole statement so that it is understood 
i am not rani anyth ne out of context. 

z »CuoammMan. We can ask Mr. Farrington and save a little time. 

th NpRIcKSON. I hope he is not changing his mind. 

() that oceasion, if you will permit me, I will read the full state 
ment of Mr. Farrington: 


they were Government-owned, had Govern 


I should say, Mr. Marshall, that the banks for cooperatives make many of 


those types of loans now In fact, our best estimates are that SO percent of the 
loans made by the banks for cooperatives could not be made by any other insti 
tution under the same terms and conditions. Stated in general terms, it must 
appear that the cooperative is serving or will serve a genuine economic need 
in the community; that the pl: which it has in mind in the way of reorganiza 
tion, increased efficiency, or other rearrangement of its plants are feasible from 
the point of view of savi expected to be realized by the cooperative and its 


mbers; that the cooperative has the confidence and support of its membership ; 
and that, if the net worth of the association is not already sufficient so that the 
loan can be made with reasonable safety by the bank, the members will supply 
the additional capital to provide such reasonable safety. 

There undoubtedly are some cases where cooperatives are unable, because of 

ilitv and net worth, to meet the loan requirements that the banks for 
cooperatives must necessarily follow. To my knowledge there is at the present 
tir ) Way that financial assistance can be extended to those cooperatives who 
are unable to meet the qualifications of the banks. 


The CratemMan. That is all right. I do not think anyone would 
quarre! with that statement. I did not see any recommendation for 
continued Government owners! Ip in that. 

Mr. Henpriu KSON. i im not saying it was, but I think I am leading 
uptoap int that wv throw some heht on it. 


The bill supplie sno assurance that the revolving fund will be left— 
indeed, the theory of the bill is to return Government capital and sue 
for full diverce from the United States Government without delay. 

The CuatrmMan. The bill does not require that either. 

Mr. Henprickson. No; but the spirit and intent of the bill and 
many of its sponsors do. 

The Cuamman. That was not my opinion when I offered that bill, 
Mr. Hendrickson, It might have been the opinion of somebody some- 
where because we know there are enemies of farm credit: there are 
people who have wanted to Gentrny it ever since it began. 

Mr. Henprickson. Senator Aiken, I do not want you to be asso 
ciated for 1 minute with ideas I consider that sponsors are bad in all 
eases. I think the issue is whether this bill is good or bad. Many of 
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us who \ ilue the bat ks for eoonerat;riy \ ra) lene \ [ very 
lnportant avenue of eredit. te t we ho te Ook nite | very 
} - » : 

thoroughly. Ve feel that our Work Is very portant to i 


should not be arrested. 
The CHAIRMAN. There are times when I h , had more confidence 


n cooperatives t] an I have in some avgencle oft the Government. l 
am not referring to farm agencies, however, but I have been terribly 
alarmed at the trend toward concentration in Government the last 
° or | years, an | | have felt that th » cooperative “tan ls bet ween he 


individual and Government controls and that that is an Important 


function of the eo perative it 


probably more people would lean toward Government, and I do hate 
to see the « ooperatives themselves become depel dent on Government 
1 | ] 


ecause It Seems TO me that is roing in the wrone direction. 

Mr. Henprickxson. I do not k v that they are dependent on 
Government. L think they eure ar? ne out runection comp ete] 
line with the stated purpose of Congress. Il think perhaps in this 
whole discussion there is one thi or 1 did not have in my statement 
which I would like to mention. 

I do not like to rely on reasoning by analog However, I t c 
this whole th hoe has cle r relat } to the supel r\ 
of credit we beli longs the Depa t of Agriculture, to the 
relationship of the Comptroller of the Currency as with respect to t 
supervision of tional ba Wh xtreme mportant fo 
svstem. I do not want to trv to go into det ( that. but 
a omparison that would be very well worth exam ne 

‘s. \t the prese tL tine the central b K tor cooperative en se] 
debentures by the co-op banks as a group are not authorized to market 
consolidated debentures. Separate legislat on to authorize th 3 would 
be useful—a greater contribution than anything provided t| bill 

9. Overlooked by some who appear to be in a hurry to retire Gov 


ernment capital is the fact that the co-op banks can borrow funds at a 
maximum ratio of 5 to 1 in relaticn to its resources. Mr. Farrington 


has said in testimony that 3 to 1 is about the maximum limit in view 
of the “green” quality of co-op bank debent res. He knows the money 
market. 

if the Government capital was retul “ld. the banks would ive 
sufficient resources at a ratio of 3 to 1. or 5 to 1. or even 10 to 1. to ob 
tain enough funds to make loans up to a n tude of $425 million, a 
loan total nearly reached on several occasions by the co-op banks. 


Is the bill predicated on a theory of fore 2” cooperatives to vo elce 
where for credit ¢ 

| leave that question dangling in the a because I do not know tne 
answer. 

LO. Unle S the intent n is to ecurta ] or close o it the usual cred { 
program of the Farm Credit Administration, then Government ip 
tal will be necessary for a long 
are wholly owned by the Government. 


ong wihilte. Lhe itermediate credit banks 


As long as the Government has ecapit n the system, the President 
will appoint the Be ird andthe Governor. inless stagnation of the 
Farm Credit Administration 1s sought and obtained, we are due 
to have this group of Presidential appointees as a further burden of 
expense for farmers who use the Farm Credit Admiistration system. 

And this Board need not even be b partisan pursuant to the terms of 


the bill. It is not clear that they will be farmers. They CO d,. 1! 
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deed be bankers from groups who have long been antagonistic to the 
no Credit Administration system. 

The bill proposes to authorize the Secretary of Agriculture to 
transfer the Cooperative Research and Service Division anywhere in 
the Department that he may choose to put it. Why cannot his specific 
intentions in this matter be frankly told to Congress which created 
this Division ? 

To grant this authority now and to the present Secret: ry would 
be a vote of confidence. A vote of confidence at this time, when ve ry 
little is known of the policies the Secretary has in store for agric ui- 
ture, would not only be less than prudent—it would be reckless 
abandonment of an activity that a Republican Congress provided 
in 1926 after years of discussion. 

12. Finally, this bill fails to take into account new, and even true 
emergency, problems that may arise in the farm-credit field. We 
need an administration of agricultural programs in which credit is 
associated with other tools and activities of the Department so that 
emergency help can be provided when needed. The bill promises 
nothing in this connection, just as it promises nothing in the way of 
lower administrative costs and lower interest costs—indeed, it prom- 
ises, if anything, nigner administrative costs and higher interest 
rates. 

What then is there of value to anyone in this bill beyond 12, per- 
haps 13, new jobs? 

The CHarrMan. Are there any further questions? 

Senator Scnorpret. I just want to say this: On the bottom of page 
7 you just made the report: 

And this Board need not even be bipartisan pursuant to the terms of the bill. 
It is not clear that they will be farmers. They could, indeed, be bankers from 
groups who have long been antagonistic to the Farm Credit Administration 
System. 

Do you think a group of members appointed by the President of 
the United States, and I don’t care whether it is the present Presi- 
dent or anybody who might follow, if they were antagonistic to the 
program, would be confirmed by the Senate ? 

Mr. Henprickxson. Sometimes. 

Senator Scnorpret. That is where I think you and I differ very, 
very greatly. 

Mr. Henpricxson. I would like to completely agree with you, and 
in theory I do agree with you; but on occasion it is possible that we 
do not divine the thoughts and intents of those who take office and 
most important for us, it is a little hard to divine even through the 
questioning process. I am not saying I do not think they will act 
in good faith, or that they will not be a good Board; but, neverthe- 
less, there is always that other possibility. 

I know that some people will say that this board is going to be non- 
political and have bipartisan duties. Iam not so sure that bipartisan- 
ship should be overlooked because most people are one party or the 
other, and I think it is not good to have everyone from one party in 
something of this sort. I certainly see nothing that limits the Presi- 
dent. In fact, Under Secretary Morse’s statement lavs considerable 
emphasis on the exercise by the President of the constitutional right 
to appoint whomsoever he will, and I strongly believe in that provision 
with respect to the Presidential power. I also have great faith in this 
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committee and the many other committees when it comes to examinil f 


the qualifications and so on of members. You know. it reminds me 
there is some folk lore developed in connection with this ‘bill that these 
people who will be appointed will be farme rs. | don’t remet! iber t if 


it requires that they be farmers. I am not saying that there should 
be an amendment, but I do believe we should cover it realistically in 
some fashion, saying we are going to have farmers on the board. 
Senator Scuorrret. This is a farm measure. This is looking 
toward stabilizing of the farm economy. 
Mr. Henprickson. I am sorry, Senator Schoeppel, but I do not see 
anything in this that would support the stability of agriculture 
Senator Scnorrrer. I think vou and I might disagree on the mech 


( 


anisms necessary ; for instance, that they I oht have experience 1n 
the banking field before being appointed. 

Mr. Henprickson,. I will not lay intense emphasis on that. I just 
want to point out that if the co-op bank system is going to be in exist 
ence, there isn’t any prospect that for years you can pull all the Gov 
ernment capital out; but there seems to b » the assumption that the re 
volving fund will be pulled out. I do not believe it necessary that we 
set up an expensive board. ‘The proposed board will precipitate new 
assessments and an expanded organization, all to be paid for by the 
borrowers. Nobody has proved at least | have not be anv p or { 
before this commit ttee or the House committee that the present admit 
istration of the Farm Credit Administration is unresponsive, OI! 
wasteful or a failure. 

The CHatrmMan. As I understand it from Mr. Morse’s letter, there 
will be a proposal made to perm! it the retirement of « apital farm 
credit agencies where retirement is not now permitted. Page 2 of 
his letter states: 


Section 4 of the bill provides for a Federal I 1 lit B l ¢ yr of 
13 members. One member would be appointed from each farm cred listrict 
in the United States by the President, with the advic d const f s , 
The appointment would be made from a list of 3 nominees from each district 
selected, 1 each, by the national farm loan associati , production « asso 
ciations, and the farmers’ cooperatives which are stockholders or su ribers 


to the guaranty fund of the banks for cooperatives 


As I understand it, they are not now perm tted to retire capital in 
those agencies, and it does not seem reasonable that they should be 
permitted to do it. 

Mr. Henpretcxson. I do not disagree with that objective. and I would 
be very olad to discuss it further, but it the same time f re putt o 
the cart before the horse in this bill. 

The CHarrman. That depends on your viewpoint. 

Mr. Henpricxson. Yes: I realize that. 

The CHatrman. Thank you. I think that your discus ion has beet 
helpful because I do agree with you we should sit around the table 
and air our differences once in a while. Otherwise, we make no 
progress. If the time comes whet } everybody agrees, we V ll st ignate 
just as sure as there is a purgatory. 

Mr. Henprickxson. Thank you very much 

The CHamman. You have made some references that I am inclined 
to think that the Council of Farmer Cooperatives might not agree with, 
and I do not want to call any more hearings on this if we ean he p it. 

Mr. John Riggle is here this morning, and if he would li ke to give 
us his comments, now is the time to do it. 
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STATEMENT OF JOHN J. RIGGLE, SECRETARY OF THE NATIONAL 
COUNCIL OF FARMERS COOPERATIVES—Resumed 


Mr. Riceie. [ am secretary of the National Council of Farmers 
Cooperatives. 
a HAIRMAN. We are supposed to be on the floor, but we do not 


want ito say you did not have a chance to comine nt on the testimony 
whie i as bee hh given this morning, and we Will be elad to have vou 


do so br iefly. 

Mr. Rieete. Mr. Chairman, for a number of years, as stated by Mr. 
Newsom, our national council has been working with the American 
farm Bureau Federation and the National Grange on a plan that 
would introduce the cooperat ive features effect ively into this parti 
lar credit agency as fast as was advisable, and that, of course, includes 
both the ownership and the operation of the system. 

There has been not too much done in this particular field for the 
banks for cooperatives for a long period of time because it did not 
make any difference how much the accumulation in reserves and sur 
plus was or how much the borrowers contributed to the fund, the 
Government capital still remained in there. 

The total of the increment has arisen from the original 178 million 
dollars to 261 or so million dollars, and no Government capital has 
been retired. It is true — from season to season the amount of the 
capt il in the bank wee? rv the cooperatives varies because imme 
diately they pay off a loan, they can withdraw their stock contribu 
tions and their sepitel contributions: and there is no incentive at the 
present time for cooperatives to capitalize the bank for cooperatives 
under the present law. 

We feel that before we can start writing incentives into the law 
encouraging the cooperatives to put their money into the bank for 
cooperatives, the law should make some overall provisions for the 
farmer’s participation in the management and operation of the whole 
farm credit system, because when the bank for cooperatives bill was 
before this committee without these provisions a couple of years ago, 
we ran into some snags along this line. 

Cooperatives ge nerally have been used tO ass mins responsib lity 
for managen ent when they put their mone \ into a business. 2 
particularly have been loathe to put money into the capital of the bank 
for cooper itives as long as it Was run as it was, asa ice t Government 
lending institution. 

Then’ are a lot of things that are in the backeround of this bill that 
will come out in the study, perhaps by this new reer Board, of the 
rapidity with which the capital can be reduced in the bank for coop 
eratives and the intermediate credit bank and the Production Credit 
( orpor ation, which cannot be approached in detail in this type of 
hearing because it would be more or less of a personal opinion, or the 
op niol of nit gienats itl ion ~and not the well CC nside r't d official opinion 
of those charged with this responsibility. 

But I will say that there has been enough discussion among the 
people who have been in favor of getting farmer ownership and oper- 
ation of this particul: ir phase of farm credit to indicate that there are 
several fields in which, without a doubt, the farm credit system can 
use its capital more efficiently, or use capital more efficiently. That 





FARM CREDIT ACT OF 1953 l: 


has been indicated by the fact that the farm land banks have done and 
are doing over a billion dollars worth of business on some 83 on 
worth of capital, surplus, and ea hes 

The intermediate eredit bank is do ae met] hg like 2 billion 
on $102 million worth of capital, surplus, and reserves: and th 
every reason to believe that st iaies a horized under this b » w 
the help of people qualified, w ll ind ite 1 t a more efficient use of 
capital can be introduced into the whol stem. 

We are not crossi Y” any of those bridg until we con { them 
The bank for cooperatives b low 1) ! cere | this e te 
and also by the House, provided for oy vy of authority 
district banks for cooperatives for issuat of debentures. 

It is true that at this time the bank operatives, for tance, 
can borrow money at a 5-to-1 ratio on its capital, but with leben 
ure proposition and with the backing of the whole group of district 
banks for cooperatives there is no questio it what the y can get 
money at the prime rates the market, the same as these othe farm 
eredit institutions when they issue debentures and farm land bank 
bonds: so we have no fear about that. 

Somebody ha 1 Lised the quest on about the « xpense f t] s Bi ird 
My only comment is that it may or it may not result in a total overall 
increase in expenditures, but oul expertle e in this country = that 
democracy and representative govern { sts more tha 0 mal 
administration, where we do not have ev vybody’s tel t repre 
sented. That is one of the features of t Board proy on in this bill. 

Democracy is perhaps a little bit more expensive than other types 
of covernmental organization, but it i worth eXtra to be repre ted 
and have your say in what is going on. These earings t ike up lot 
of time and a lot of expense, but It iS necessary that we ha earings, 
In My opinion, in order that people can have their say and be repre 
sented and know that the Governm« : te he to \ hat thev have 
to say. Perhaps thi Feder vl Farm (¢ red Board will cos . hundred 
thousand dollars, but there will probably be other savings, a I am 
not here to Say that the acme of perter lO as peen Trea he t vet li 
the operation of the Farm Cred ch on or al ol r \ 
sion of the Government, and that thers > no reason to doubt that 
some further economies can be made as time goes o1 

I have talked to the chairman of our ag tltural eredit committee. 
who has been work hy on this th he for a lon &” Time, Hi sa . “We 
have been for coopel ition with these farm people \ ho are pro\ ad ne 
the capital, and for getting this system into the hands of the farmer 
ona truly coopel itive bas s fora good m vy ve urs.” 

We have been for the pri ciple 1 dl t] ¢ p rpose of it W ( \ 
have an opportunity to support a bill that moves in that direction 
without changing the pr spects one iota on how the procedures and 
policies are to be enforced unde t} meryv ) the ent 


because this is a Government Board appointed | P) lent, h 
said that we should not at this time fail to fully port t b 


\} 
The CuatrMan. Are there any questions of Mr. Riggle 
Senator Scuorpren. No. 
The CHAIRMAN. If not, the meeting is idjourned 
(Whereupon, at 12:20 p. m., the committee adjour1 “dl ubject LO 


the call of the Chair.) 
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(Additional statements filed with the committee are as follows:) 


Crow RIveR NATIONAL FARM LOAN ASSOCIATION, 
Buffalo, Minn., May 11, 1953. 
Senator Ep THYE, 
The Senate, Washington, D. C. 

DEAR SENATOR THYE: I just returned from St. Louis, where the National Fed- 
eration of Farm Loan Associations held their fifth annual meeting. L. J. Praught, 
of Albertville; R. C. Schaar, of Rockford ; and Gerhard Hassken, of Cologne, also 
attended this meeting. 

L. O. Jacob, of Anoka, was reelected vice president and L. J. Praught was re- 
elected a director of the national federation. 

At this meeting, considerable time was spent in considering H. R. 4353, bill 

troduced by Congressman Hope, March 81. It seemed to be the opinion of most 
of the folks at the St. Louis meeting that we would all go along with the declara- 

on of policy as set forth in section 2. 

Il attended one of the first metetings of the national federation, which was held 


at Oklahoma City, and at that meeting only 4 or 6 directors were present. It 
was pretty much a secretary-treasurer’s organization. At the recent meeting in 
St. Louis fully 50 percent of those in attendance were directors of local associa- 
tions 


In the different Federal land-bank districts, they have what is known as ad- 

sory committees which are elected by the directors of the local associations at 
district meetings In the St. Paul district the udvisory committee’s meetings 
ire held only once or twice a year and committee members are allowed to be on 
he committee only 2 years. I personally see no way in which any committee 
member can possibly acquire any great knowledge of the workings of the Federal 

nd bank and be in position to actually give any sound advice. The National 
Federation of Farm Loan Associations is likewise loosely organized and would 
be more effective if composed of a larger amount of directors. 

If we want to increase borrower participation on a national basis we should 

Iso encourage the local directors to participate in an advisory way and a re- 
gional and State basis and then on a land-bank district basis and then on a 
itional basis. If we are going to have more borrower participation on a na 
ional basis we want to be sure we are developing well-informed directors who 
have a grassroots contact with the farm problems. We want a sound credit sys- 
tem, with as little bureaucracy as possible, but one that meets the needs of a 
hanging agriculture. 

Personally I think there is some merit to the idea of a farm credit board of 
3 members who in turn employ the governor. The national board is important 
und if the governor can be selected from appointees who in turn have been se- 
lected or elected by the directors of the different districts, all well and good 

\t the St. Louis meeting there was some discussion on the makeup of the dis- 
trict boards. One thought that seemed to have as much approval as any was to 
he effect that the land bank of each district should have its own board of direc- 

rs and that the majority of the directors should be elected by the borrowers. 
n turn the PCA should have a separate board and the majority of the members 
f the intermediate credit bank should be elected by the PCA borrowers. 

Instead of a district board serving as directors on the Federal land bank, the 
ntermediate credit bank, the production credit corporation, and the bank of co- 
iperatives, each would have its own directors, but the appointed members which 
would in each case be in the minority could serve on all the boards at the same 
time. This would make the Federal land bank independent to the extent that the 
majority of its directors would be elected, and at the same time it would be tied 
nn with the farm credit system by having some of its members on the same boards 
of other organizations in the farm credit system 

Whatever changes are made, there should be more borrower participation both 
n the district and on the national level. 

Yours sincerely, 
D. W. MENDENHALL. 


"> 


esolution unanimously adopted by the Board of Directors of the Howard- 
Sherman National Farm Loan Association of St. Paul, Nebr., at a meeting held 
April 28, 1953, by the Grand Island National Farm Loan Association of Grand 
Island, Nebr., on May 4, 1953, by the Hamilton County National Farm Loan 
Association of Aurora, Nebr., on May 5, 1953. 
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RESOLUTI: 

Whereas the passage of bill, S. 1505, a 1 t ncrease farmer participation 
in ownership and control of the federal fa credit system, to make the far 
credit administration an independent estal hment of the Federal Government, 
and so forth would be to the best intere = of the association now, theretore 
be it 

Resolved, That the directors of this association go on record as in fave if the 
passage of bill, S. 1505, in its present form; be it furth 

Resolved, That the secretary-treasurer of our association be instructed t 


transmit a copy of this resolution to Senator George D. Aiken requesting his 
support 


Honorable George D, AITKEN, 
Chairman, Committee on Agriculture and Foresti 
United States Senate, Senate Office Building, Washington, D. ¢ 

DrAR SENATOR AIKEN: I want to take this o] y to thank you for your 
letter of May 20 with the enclosures relative to proposed amendments to § 
1505 as submitted by the Department of Agriculture I delayed answering your 
letter until I could contact other interested persons i ehalf of the national 
farm loan associations. 

At this time, we want to go on record as opposing the amendments as su 
mitted by Mr. Morris, Under Secretary of Agriculture The bill as originally 





drafted proposes to give more control to member owned cooperatives, which is 
the ultimate goal of the national farm-loan associations because the 12 Fed 
eral land banks are owned entirely by the natio farm-loan associati s and 
the national farm-loan associations in tur re owend entirely by Federal land 
bank borrowers in their respective districts 

The writer was permitted to appear before your committee on May 12 and I 
presented a prepared statement relative to portions of the original bill. In that 





stateinent, we did not ask for a separate board of directors f the Federal land 
banks. While that is what we really want, we were advised again t at this 
particular time, but we did ask for and recommend that the national far1 an 
associations be permitted to elect the majority o ! directors of the district 
form credit board, but we did not sul It a propose menamen oO ( it 
provide this, believi that the Congress would do this in the event decided 
that our request was reasonable 

In the proposed amendments submitted by the Department of Agric re 
it appears to me they are trying to keep absolute government conti ‘ ! opel 
atives operating under their supervision. On pag e 5, after the wo au 
ministration,” there has been added a proviso that as long as any government 
capital is invested in any of the institutions supervised by the PCA, that the 
appointment of the Governor shall be subject to the approval of the President and 
that during the period, the President shall have power to require the removal of 
the Governor. 

It appears to me that this proviso if enacted as a part of the bill will place 


the appointment of the Governor back to where it is now That is what we ar 
trying to get away from. The Governor should be appointed by the Federal Farm 
Credit Board. 

We have no particular objection to remaining in the group of Co-ops under 
the supervision of the FCA, but we firmly believe that inasmuch as we are 
entirely member-owned, we should be permitted to elect our own board of di 
rectors. A board of directors of 5 members should be adequate for any Federal 
land bank in the system. We, of course, realize that the Government must and 
should have representation on this board. We would be willing to permit the 
appointing authorities to appoint 1 or even 2 members of this board—3 or 4 to 
be elected by the national farm-loan associations We realize that we are under 
the supervision of the FCA and that is rightly so because if it was not for this 


supervision, the 12 banks could be operating under 12 different sets of rules and 
regulations and procedure and it would create chaos in the system. We also 
realize that the investing public, who purchase consolidated Federal land bank 
bonds certainly must be protected and for the above reasons, we certainly want 
the Federal Government represented on the district board. We are not at- 
tempting to tell the Congress the kind of board of directors the PCA’s and the 
bank for Co-ops should have or how the members should be selected. We will 
state, however, that if the NFLA’s were permitted to elect a separate board for 
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the Federal land banks, that the appointed members on that board could, if the 
appointing authority so decided, serve on any other board that may be created 
for the PCA’s and or the bank for co-ops, ete, 

If it is not possible to amend the present bill to permit the separate board of 
directors, then we firmly believe we should be permitted to elect a majority of 
the district farm credit board as long as we are associated with the PCA’s and 
the bank for Co-ops, but in the event that either of those co-ops should become 
wholly member owned, then provisions could be made whereby they would have 
equal representation on the board with the NFLA’s, It is possible that the PCA’s 
may become wholly member owned within a reasonable period of time, but it is 
doubtful in my mind whether or not the bank for co-ops will ever become 
wholly member owned 

If the bill is passed as originally written, it would give the national farm loan 
associations permission to elect 2 of the T-man district farm credit board, 
whereas at present, we elect one and one is appointed from one of the three 
receiving the most nominating ballots cast by the NFLA’s. In this connection, 
we had a sad experience in December, 1952. The Third District director, an 
Oklahoman, who had served on the board well and faithfully for the past 9 
vears and who received al! of the ballots cast by the NFLA’s of Oklahoma and 
nearly a 2 to 1 majority of the ballots cast in the Ninth District was not re % 
ippointed by the Governor. We certainly want to get away from that procedure 
and the present bill would do that. While it is not what we would like to have, 
we would be willing to go along with the bill, but if the amendments are to 
ecome a part of it, then we are against its passage at this time ° 

I shall appreciate it if you will make the contents of this letter known to the 
members of your committee I am speaking for the Oklahoma Federation of 
National Farm Loan Associations and also the Federation of the NFLA’s of 
he United States of America 

Thanking vou for any consideration that may be given to us in this con 
nection, I beg to remain 

Very sincerel) yours, 
VeRN HARRISON, 
President, Oklahoma Federation of NFLA’S 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 27, 19528. 
Hon. GrorGe ID AIKEN, 
United States Senate 


DeAR SENATOR AIKEN : I promised to write to you about some of the points raised 


by Mr. Roy F. Hendrickson, executive secretary, National Federation of Grain 
Cooperatives, yesterday in his testimony on S. 1505 

In point No. 6 on page 125 of the testimony, Mr. Hendrickson makes objection to 
the fact that “no clean-cut case proving that the present (farm credit) system is 
faulty or failing in providing prompt and economical service has been made.” 
The bill is not predicated on failures in the administration of the farm credit 
system In the statement filed by Under Secretary Morse prior to the hearing, 
t is pointed out (p. 104) that 

‘In general, the institutions which now comprise Farm Credit Administration 
ive made a splendid contribution to the credit needs of farmers.” 

\gain, in the second paragraph on page 104, Mr. Morse compliments the per 
sonnel and the nationwide services of Farm Credit Administration. In fact, the 
hole import of the Department’s statement is that the bill is an effort on the i 
part of the farmers and their organizations to broaden the cooperative features 

f the system and improve it still further 

(on py 


iz6, Mr. Hendrickson quotes figures from the appropriation heari 











efore the House subcommittee this year with regard to the capital and surplus in 
the banks for cooperatives as of December 51,1952. He then gives certain figures 
reluting to the reserves, surplus, and cooperative capital in these institutions on 
March 31, 1958. Since the net worth of the banks increased slightly over $1 mil 
ion between the two dates, notwithstanding a decline of about $1 million in the 
apital supplied by cooperatives, I am not sure about the point Mr. Hendrickson 


ntended to make, unless it was that the stock he!d by the farmers’ cooperatives 


n the banks had declined. 4 

That decline is a normal result of seasonal reduction in loan volume which 
weurs every year. Borrowers from the banks are required by law to purchase { 
: 
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(or own) a certain percentage of capit 


amount of stock required to be purchased is so larg 
afford to hold it after the loans are paid. So n 


iid 


Decem 


portion of their stock as their loans are 
of the banks usually comes in November « 
and cooperative capital gradually 
around June. Therefore, as I see it, 
significance one Way or the other with referen 

Commencing on page 126 and running thi 
at length from testimony which I before t 
priations with reference to money 


fund. 


pe 
r 


the 


oust 
save 


in 


ue 


al stock in cor 


decline to the 


decline 


the Agricult 
The balances in that fund, including the pr 


on with each loar 
at many borrowers 


St Hborrowers retire al 


» peak of the lending 

r ¢ vear The loan ve 
ow point which is ger 
n capital has no pat 
the bill 


ge 130, Mr. Hendrickso1 


se Subcommittee on 


Net re 


rnment 


Marketing 


oceeds of Gove 


pal 
ral 





in the banks which is retired, are available for subscription to capital in th 

if needed. It was my judgement, and it still is this fund should be cor 
for use by the banks at least until the Cent Bank hbentures are bette 
soned in the investment market or until aut! tv is given all 13 } 
cooperatives to issue consolidated debentures consolidated debent 
have been established in the market. 

Mr. Hendrickson then says that the bill “su ‘ issuranee that the 
ing fund will be left,” and that “the theory s to return Gove! 
capital and sue for full divorce from the U1 States Governme! \ 
delay.” 

I do not understand that the bill con las eturn « 
eapital. In Mr. Morse’s statement, it is pointed 102) that eX 
that the recommendations which the Federa ( | ‘ 
increasing farmer ownership “will suggest pr ) reast ble t 
the farmers and the Government, for retirement he inves ent of the G 
ment in the Federal intermediate cre¢ banks on credit « orat 
Central Bank for Cooperatives and the yg inks for cooy iti 
[Emphasis added. ] 

Further, my testimony at the appropriatior s seems to e to be 
vant to the point Mr. Hendrickson tried t« s true that S OD 
no assurance that the revolving fund will (on the é md 
not make any provision for abolishing the rey a In fact, th my 
tions of the bill are that the revolving fund ¥\ ‘ ained In ‘ 
pages 18-19, the bill provides that dividends o1 e Central | 
Cooperatives held by the Farm Credit Administ1 ! the Go no ‘ 
“shall be credited to the revolving fund created under section 6 of the Agri 
Marketing Act, as amended.” The same provision applies with re¢ “ 


dividends paid by a district bank for cooperatives 


Again, on 131, Mr. Hendrickson quoted f1 


page 


priation hearings to the effect that borrowings by 
tives should not exceed three times its net wort! 
better seasoned in the investment market H 

capital were returned, the bank would have insu 
3 to 1, or even 10 to 1, to borrow enough money to 
it had made them in the past. That might be 

Government capital were not replaced by coopet 


know, there is no plan to take all of the Goverm 


Again, Mr. Hendrickson says on page 151, that 
capital in the system the President will 
far as the concerned, thi 
Governor will be appointed by the Board subject 
The Governor will the pleasure of the 


President may require his removal. 


So Governor is 


serve at 


If there are any other points in regard to this test 


like my comments, please let me know. 
Sincerely yours, 


Acting Director, 


ire 


the 


true 


lent capital out o 
cooperatives and not replace it with adequate capit 


appoint 
it statem 
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m my testimony 


he Central Bank for C¢ 


intil the debentures h 
n said that if the Gove 
cient resources at a ri 
make loans to the exte1 
if a suilicient amount 
e capital But, so fa 


il supplied hy 


and 


the Board 


R. L. FARRINGTON, 


Agricultural Credit Serr 
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